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“WHAT D’YOU 
SEE, MISTER?’”’ 


The future, son! New homes, new towns, new 
industry ...in the Heartland of America! 


* * * 


The natural gas pipeline surveyor is a symbol 
of progress . . . of residential and industrial 
growth in that part of America’s Heartland 
served by Columbia Gas System. 


In Ohio, Pennsylvania, West Virginia, Ken- 
tucky, Virginia, Maryland, and southern New 
York, the demand for natural gas keeps 
mounting rapidly. Ten years ago, Columbia 
delivered 231 billion cubic feet of gas to the 
homes, businesses, and industries it serves. 
Last year, that figure rose to 605 billion. In 
1961, it is estimated that the System’s custom- 
ers will require 845 billion cubic feet annually. 















Columbia Gas System companies look to the 
future by planning and building to meet these 
increasing needs for natural gas . . . to keep 
pace with the phenomenal growth of Amer- 
ica’s Heartland. 
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120 East 4ist Street, New York 17, N. ¥ 














CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas Compan 


Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company 


PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gasof New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Compa 


& 4 














i Jury 





rie 








WHAT’S HAPPENING AT GOODYEAR—NO. 6 OF A SERIES 


7tiofaane for comfort... 











Goodyear makes it for almost every purpose 


For solid comfort—-sitting or sleeping, strolling or 
standing—you can’t beat foam rubber cushioning 
made by Goodyear. Year after year, Airfoam is the 
most popular brand of cushioning used in furniture 
and in the seats, backs and armrests of automobiles. 
Airfoam mattresses, too, are leaders in their field. 
Airfoot, the cool, light-weight, permanent shoe cush- 
ioning, is setting sales records. 


More and more purchasers, shopping for the best, 
ask “What’s inside?” and insist the answer be 
“Airfoam by Goodyear.” 


The protection afforded by foam cushioning has be- 
come almost as important as the comfort. For maxi- 
mum safety in equipment from pilots’ helmets to 
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automotive crash pads, nothing else compares with 
foam products by Goodyear. 


All around you, under foot and over head, you find 
the end results of Goodyear’s careful research and 


planning. Tires . . . industrial rubber goods . . . avia- 
tion and aircraft products . . . foam products .. . films 
and flooring . . . chemicals . . . shoe products .. . 
metal products . . . and many more, meet the de- 


mands of growing markets around the world. 


TODAY ... AND TOMORROW 


GOODFSYEAR 


THE GREATEST NAME IN RUBBER 
Airfoam Airfoot—T.M.'s The Goodyear Tire & Rubber Company, Akron, Ohio 
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Cover Picture . . . Past, present and “future 
of British power. Top: A coal mine as it 
looked in 1785. Center: A modern colliery 
at Wallsend, Northumberland. Bottom: Con- 
struction work at Britain’s first atom power 
station at Calder Hall, Cumberland (now in 
operation) . .. Britain has been called an 
island “built upon coal.” In the last ten 
years the National Coal Board has invested 
well over $1 billion in new investments and 
depreciation for the coal mines. Mechaniza- 
tion has been pushed, as has research into 
better use of coal and new means of pro- 
cessing. The development of an atomic 
power station has not lessened the effort to 
improve the coal mining industry ... An 


estimate of the investment outlook for the 
coal business in the United States, which is 
currently exporting coal to Britain, appears 
in this issue. 

Photo from British Information Services 
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JEWELRY 
BUYERS - APPRAISERS 


We purchase Estate Holdings 
of Diamonds, Precious Stones, 
and Jewelry. We will examine 


estates anywhere and offer im- 
mediate cash payment. 


We render realistic appraisals 
based on long and wide ex- 


perience in the field. 





ROBERT BRUCKER 


JEWELRY CORPORATION 
22 West 48th Street 
New York 36, N. Y. 
PLaza 7-1563 


Bank references upon request 


Inquiries invited without obligation 


























New Haven’s 
First and Largest 


Trust Company 
e Complete Trust Services 


e Trust funds currently in 
excess of $130,000,000.00 


The Union & New Haven 
Trust Company 


Main Office: Church & Elm Streets 
New Haven, Conn. 


MEMBERS: FEDERAL RESERVE SYSTEM 
FEDERAL DEPOSIT INSURANCE CORPORATION 
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PROJECTIONS OF POWER NEEDS for home as 
well as industry, store and farm, indicate 
that domestic demands will accommodate 
more of all kinds of conventional fuels 
plus additions from nuclear energy, while 
potentials abroad are without precedent — 
if peace can be kept. Whatever fuel is 
used, the basic apparatus — the boiler and 
its exchangers and controls — will do the 
converting. Experimentation and efficiency 
variables contribute to make this a cus- 
tom-built industry and also induce ac- 
celerated replacement, according to con- 
clusions reached at the Investment Seminar 
held by "Trusts and Estates" last month 
with the president and financial vice 
president of Babcock & Wilcox Co. and at- 
tended by investment officials of four New 
York City and three out-of-state trust 
institutions. Report of developments in 
company and industry — including atomic 
energy uses — is made at p. 685. The lat- 
ter aspect takes on new significance with 
operating reports on nuclear power from 
Calder Hall, England, and start of con- 
Struction of the 180,000 kw facility near 
Chicago. 


SIMPLIFICATION OF SECURITY TRANSFERS BY 
FIDUCIARIES is the confidently expected goal 
of a statute just enacted in Illinois. The 
result of long-term efforts by representa- 
tives of the American and Illinois State 
Bar Associations, the law (described at p. 
641 by one of its draftsmen) serves as a 
model for adoption in other states to re- 
duce to a bare minimum the number of docu- 
ments required by corporations or fidu- 
ciaries seeking to transfer securities 
into or out of their names. 


BECK, BREWSTER AND THE BAKERS turned in 
a performance before the Senate committee 
investigating the fragrant misuses of 
Union members' compulsory contributions to 
"welfare" funds. How large these funds and 
their annual take is has yet to be ascer- 
tained, as does the extent of graft by 
union officers like Beck and Brewster of 
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the Teamsters and Cross of the Bakers. 
Equally revolting was the monotonous mis- 
use of the Fifth Amendment, condoned as it 
is by our peculiar "jurisprudence" and a 
Supreme Court which goes to new lengths to 
protect such witnesses from what used to 
be contempt of Court or Congress. Thou- 
sands in taxpayers’ money as well as em- 
ployees' is lost through such a loophole, 
but what is worse is the spectacle of our 
legislative and judicial bodies wriggling 
in strait-jackets.......0n the construc- 
tive side, there has been shown a need for 
a public or member accountancy of welfare 
funds, and an abler, more honest manage- 
ment in some instances. Three insurance 
associations have appeared before the sub- 
committee in Support of the Allott and 
Goldwater bills, which do not require sim- 
ilar disclosures for employer-managed 
funds. While only a handful of banks and 
trust companies cite, in annual reports, 
the handling or investment of union wel- 
fare funds, it seems a likely field for 
public service, especially as they are 
under both court and government examina- 
tion surveillance, and invest in more con- 
ventional types of securities. 


CURRENT BOND-STOCK YIELD COMPARISONS 
point up the need for flexibility as well 
as "balance" in trust investment port- 
folios such as can be most clearly at- 
tained by separate equity and fixed-income 
funds. Eight banks provide such dual set- 
up for personal trust accounts... 

Now comes the first annual report from 
Guaranty Trust Company of New York on its 
"companion" funds for employee benefit 
trusts. As of May 31, market value of the 
fund invested solely in common stocks was 
$4,100,000 with cash dividends yielding 
4.07%. The second fund, confined to bonds 
and preferreds, was valued at $9 million 
and had current yield of 4.42%. This dis- 
tinctive (and tax-exempt) arrangement, <e- 
signed to accommodate the differing needs 
or requirements of each employee trust, 
will probably be widely followed by trus5- 
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tees to avoid the "crystalized" effect of 
the Single fund however neatly balanced. 


20% EXPANSION IN BITUMINOUS COAL PRODUC- 
TION to around 600 million tons is fore- 
east by 1960. Shrinking markets, lack of 
technological progress and rising costs 
blighted the industry for years but, al- 
though problems still remain, coal has 
staged a dramatic turnabout. The factors 
behind its resurgence are analyzed by Ivan 
Given, editor of Coal Age, at p. 689. 


THE MOST PHENOMENAL ACCEPTANCE OF ANY 
UNIFORM LAW within memory is the record 
set by the Gifts to Minors Act which, al- 
though promulgated only last summer by 
the National Conference of Commissioners 
on Uniform State Laws, has already been 
passed in at least 23 states. Taking into 
account the 13 (including D. of C.) which 
in the prior two years had adopted the 
Model Gifts of Securities to Minors Act 
(of which the uniform law is an extension 
and refinement), this leaves on presently 
available information only the following 
states without a simple method of making 
gifts to minors: Ala., Del., Ill., Ia., 
Ky., Lae, Me., Mass., Miss., Ore., Pa., 
Tex., Wash...-It will be noted that the 
latter group numbers important jurisdic- 
tions and, while later reports may bring 
Some of these into the fold, it is known 
that the measure was defeated in Illinois 
as the result of opposition of local Bar 
groups which concluded a study with the 
assertion that the "proposed legislation 
is contrary to public policy in that it 
creates a deceptive impression of utter 
Simplicity while it erects a statutory 
monster which it will take the courts 
years to unravel." 


SIZING UP THE STOCK MARKET, in the June 
7 issue of U.S. News, were two trust of- 
ficials and five other investment experts. 
Interviews with Arthur Coburn, Jr., of 
Boston's Old Colony Trust Company and 
Thoburn Mills of National City Bank of 
Cleveland confirmed the general faith in 
the economic future while remarking the 
need of selectivity both as between the 
Current high-yield bonds and high-plateau 
Stocks, and as between industries. The im- 
Portance of pension and other trusteed and 
institutionally managed funds is daily be- 
ing more widely recognized. 


AGGREGATE MARKET VALUE OF $1,974 MILLION 
for 243 Common Trust Funds in operation in 
the United States at the 1956 year-end is 
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reported by the Federal Reserve Board's 
second annual survey of such funds. New 
money coming to the funds during the year 
was estimated at $119 million, 55% of 
which was invested in bonds and 16% in 
common stocks. Seven funds now hold more 
than $50 million each. Twenty-one new 
funds were started during the year. The 
report is summarized on p. 678. 


AND ALONG CAME GEORGE.....What Walt Dis- 
ney has done in the field of entertain- 
ment, as Jules Verne did in the realm of 
"literary science," is no more fantastic 
than what has been accomplished by sup- 
posedly prosaic businessmen in the thou- 
sands of industries that both make and 
support what we conveniently call The 
Economy. Burdens were lifted from labor- 
ers' backs, they became more and more 
able to turn out more and better goods in 
less time, and got more pay for it too. 
Now the talk is of a 4-Day Work-Week. Who 
has been making possible the productivity 
that made possible the shorter working 
hours with more pay?*Mainly George. In- 
creased skills have often been counter- 
acted by labor restrictions, but George 
has both improved his old skills and 
learned many new ones; and he doesn't 
strike or bow head and hand to bosses con=- 
trolling his labor. Yet he hasn't hada 
raise in real pay. He's only a machine. 
His owners — the millions of bond and 
Stockholders — seem to be getting a bit 
fed up and are not exhibiting enough in- 
terest in saving and investment in George 
to prevent what we euphemistically call 
"tight money." If we want to say "Let 
George do it" we'd better make sure he, 
too, gets a fair grub-stike. The recent 
B.L.S. report showing real wages and sal- 
aries (and fringe benefits) up 33% during 
'47-'56 while productivity increased only 
26% suggests that workers need to uSe 
their machines more or we need some fringe 
benefits to get more Georges to work with 
us. 


CONNECTICUT HAS FOLLOWED NEW YORK IN 
PERMITTING creation of a mutual trust in- 
vestment company in which corporate fidu- 
ciaries may invest small trust funds... 
Missouri has adopted the marital deduction 
principle in connection with the State 
inheritance tax...That State and Ohio have 
made substantial changes in their Probate 
Codes...Added to the growing list of 
States with legislation specifically vali- 
dating "pour-over" wills is Oregon...See 
po. 721. 
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GSB Graduates 335 

Commencement exercises for 335 
members of the class of 1957 of. the 
Graduate School of Banking were held 
at Rutgers University June 21 with 
John W. Remington, president, Lincoln 
Rochester (N. Y.) Trust Co., and a 
member of the first GSB class of 1937, 
telling the new graduates that not just 
information, but the practical applica- 
tion of facts coupled with putting forth 
a special effort is the essence of educa- 
tion. A total of 1,051 bank officers at- 
tended this year’s session. Graduating 
trust majors numbered 55. 

The class of 1957 elected as its presi- 
dent William H. Webster, Jr., assistant 
vice president and trust officer, National 
Bank of Commerce, San Antonio. Her- 
bert W. Adams, assistant cashier, Mellon 
National Bank & Trust Co., Pittsburgh, 
was chosen secretary. 

The men in the trusts major elected as 
chairman of their committee Wallace 
G. Mathis, trust officer, Citizens Fidelity 
Bank & Trust Co., Louisville. Other 
members of the committee are: Willard 
M. Bickel, assistant trust officer, Phila- 
delphia National Bank, Pottstown, Pa.; 
Stuart A. Clark, assistant trust officer, 


Fidelity Union Trust Co., Newark, N. J.; 





W. H. WEBSTER, JR. 


w. G. MATHIS 
William F. Holland, senior trust ex- 
aminer, Federal Reserve Bank of New 
York; and Harry E. Parker, Jr., assist- 
ant vice president and assistant trust 
officer, First National Trust & Savings 
Bank, San Diego. 

This year’s session was the last to 
offer a major in investments. Hereafter 
the GSB will offer only three majors— 
commercial banking, trusts and savings 
management, and real estate financing— 
but each of these will include more ma- 
terial on investments. Each student will 
work in a phase of investments closely 
related to his particular interests. 

No new students were admitted to the 
investment major this year. The 21 in- 
vestment majors of the class of 1958 will 
be allowed to choose any of the other 
three majors for their final year. Seven 
of them have chosen trusts. These 21 
men, however, will do their winter ex- 
tension work in the field of investments, 
and their diplomas next June will carry 
the designation of investment major. 
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Trust Majors at Graduate School of Banking 





Trust Division Formed by 
Georgia Bankers 

At a one-day trust conference in At- 
lanta in May, sponsored by the com- 
mittee on trust affairs of the Georgia 
Bankers Association, it was decided to 
establish the trust group as a full-fledged 
Division of the Association. 

Under the chairmanship of Murphy 
M. Holloway, Jr., vice president and 
trust officer, First National Bank & Trust 
Co., Augusta, the conference listened to 
Thomas R. Atkinson, senior economist 
for the Federal Reserve Bank of At- 
lanta; James C. Shelor, vice president of 
Fulton National Bank, Atlanta; and 
Frank D. Miller, vice president and trust 
officer of Citizens & Southern National 
Bank, Atlanta. Trust investments and 
the administrative problems in estates 
and trusts were each discussed by a 
panel, and the Atlanta Clearing House 
Association entertained at a social hour 


at the Capital City Club. 
J. Ben Moore, trust officer of First 


National Bank, Atlanta, was elected 
chairman to succeed Mr. Holloway. 


A A B 


140 Attend First New England 
Banking School 


The new School of Banking at Wil- 
liams College, Williamstown, Mass.., 
opened on June 17 with a registration of 
140. The School, sponsored by the 
Bankers of Connecticut, 
Maine. Massachusetts and Rhode Island, 
was in session for a week this year, but 
next year there will be one week for the 
graduating class and one for the fresh- 
men. The School is planned for the 
middle management group—a bank ofli- 
cer, junior officer, or supervisor—as an 
aid for executive development. Its direc- 
tor is Dean Laurence J. Ackerman of 
the School of Business Administration, 
University of Connecticut, and the regis- 
trar and treasurer is Edward R. Tufts, 
executive secretary of the Massachusetts 
Bankers Association. 


Associations 





1957 session of Trust New Business School sponsored by Trust Division of New York tale 
Bankers Association. Meeting June 10-14 at the Vanderbilt Law School building of ‘New 
York University, the student quota of 30 was for the first time exceeded to admit 33. 
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PBA TRUST TRAINING SCHOOL 
COMPLETES FIRST SESSION 


ORE THAN 150 PENNSYLVANIA BANK- 
M ers, including 22 women, attended 
the first Trust Training School spon- 
sored by the Pennsylvania Bankers As- 
sociation at Bucknell University June 
23-29. Bankers from Kentucky, Indiana, 
New Jersey and New York were enrolled 
also. 


The school aimed at expediting the 
training of senior clerk and junior ofh- 
cer trust personnel and will be conducted 
on a three-year cycle covering trust op- 
erations, trust administration, taxes, in- 
vestment and trust development. This 
year’s session was limited to trust opera- 
tions and included 30 hours of class 
room lectures on file procedures, ac- 
counting, real estate, mortgage, and 
vault procedures. Informal seminars, led 
by faculty members, were held on three 
evenings. William E. Abel, vice presi- 
dent and trust officer, Barclay-Westmore- 
land Trust Co., served as director of the 


1957 School. 


Some idea of the topics covered can 
be obtained from the following brief 
summaries of some of the lecturers’ re- 
marks: 


e Corporate fiduciaries offer over 80 
different kinds of services. The three 
characteristics of a true fiduciary are 
that it must act solely for the benefit 
of the other person, that it must not 
delegate its duties, and it must not make 
a profit at the expense of the other per- 
son. “Let the buyer beware” has no 
application to the conduct of the fiduci- 
ary.—Gilbert T. Stephenson, Pendleton, 
mG. 


e To keep operation costs under con- 
trol, only papers that should be filed 
must get filed; purchase of proper 
equipment must be considered for maxi- 


is ae 


Informal student-faculty bull sessions scheduled for three nights during the Pennsylvania 


mum efficiency; and a formal program 
for orderly destruction of obsolete rec- 
ords must be established. Accurate, com- 
plete Docket Records, including a diary, 
can only be accomplished by recording 
these happenings as they occur and 
placing competent personnel in file posi- 
tions.—J. Norman Miller, vice president, 
Provident Tradesmens Bank & Trust Co., 
Philadelphia. 


e The property manager representing 
a fiduciary must be a student of state 
real estate laws and also be able to work 
within the scope of authority granted 
under state statutes affecting realty held 
in estates, trusts and guardianships. 
Since responsibility cannot be delegated, 
he must be able to reach a decision on 
all issues that arise—Dudley B. Johns- 
ton, assistant vice president, Peoples 
First National Bank & Trust Co., Pitts- 
burgh. 


e Perhaps at no other time has it be- 
come so necessary that new methods be 
devised to overcome increasing costs. 
Growth in volume of transactions forces 
the development of machine methods. 
Automation appears the answer to most 
questions but requires education and 
understanding.—John A. Cost, assistant 
vice president, Fidelity - Philadelphia 
Trust Co. 


e Real estate is the basic commodity, 
attractive as a business man’s invest- 
ment, but having drawbracks as a trust 
investment. Well secured mortgages will 
be reasonably certain to meet interest 
and amortization payments. In trust es- 
tates, purchase of real estate other than 
for the use of beneficiaries is not rec- 
ommended. Mortgages should be limited 
to 20% of the average estate-—Herbert 
O. Frey, former head of estate and 





Bankers Association Trust Training School at Bucknell University, June 23-29. Here 

faculty members Gilbert T. Stephenson, former director of the ABA Trust Research De- 

partment, and Paul C. Wagner, senior vice president, Fidelity-Philadelphia Trust Co.. 
chat with students. Bull sessions began at 7:30 p.m. and ran for two hours. 
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Officials of the Pennsylvania Bankers Asso. | 


ciation Trust Training School talking with 
honored guests at the opening banquet at 
Bucknell University, June 23. Seated left to 
right are: Richard P. Chapman, president 
Merchants National Bank, Boston, principal 
speaker at the banquet; and Dr. Merle M. 
Odgers, president of Bucknell University. 
Standing left to right are: William E. Abel, 
director of the Trust School and vice presi: 
dent and trust officer, Barclay-Westmoreland 
Trust Co., Greensburg; and H. Townsend 
Bongardt, chairman, PBA Trust Division and 
vice president, Provident Tradesmens Bank 


and Trust Co., Philadelphia. 





mortgage department, First 


vania Banking & Trust Co., Philadelphia.) 


e The objectives of investment man-/ 


agement of a trust account today should 


be (1) an adequate and relatively stable} 
income and (2) such reasonable capital] 
appreciation as could be expected in | 


diversified portfolio of seasoned invest- 
ments. The conscientious trustee today 
should endeavor to preserve the pur- 
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chasing power of the dollar income dis-|) 


tributed to the beneficiary of the trust 
and the principal to be turned over to 
the remainderman. This will result in 
capital appreciation in periods of infla 
tion and capital depreciation in periods 
of deflation, but our customers will 
accept this philosophy if we explain il 
to them.—Paul C. Wagner, senior vice 
president, Fidelity - Philadelphia Trust 
Co. 


e Trust work offers careers well above 
average promise and the growth pros 
pects of the trust business can only be 
described as bright indeed. The volume 
of total trust assets in banking was 
recently estimated as between $60 an¢ 
$90 billions, with a projected rate ol 
growth that suggests doubling ever) 
seven to ten years. Not enough trusl 
officer replacements have been trained 
so there is a need for trustmen, and 1 
is a full length career ending on to 
performance, since a well trained mat 
becomes constantly more valuable. A 
Trustman should be at home in both 
the languages of business—English and 
accounting—and should be able to work 
effectively with and through peop!e. The 

(Continued on page 644) 
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sary Transfers,” 


Illinois Adopts New Statute on 





NECURITY TRANSFER SIMPLIFICATION 


HE ILLINOIS LEGISLATURE HAS JUST 
Torosiea a statute! which offers a new 
approach to the problem of transfers of 
securities by fiduciaries. The rules which 
corporations and their transfer agents 
apply to such transfers have, by reason 


Sof the widening of stock ownership by 


fiduciaries and the public generally, 
grown more and more burdensome to 
all concerned. The character of the prob- 
lem and the efforts of lawyers and trust 
companies to find some way of cutting 
the knot have been well outlined else- 
where.” 


It is the purpose of this article to out- 
line the Illinois statute, with explanatory 
notes, in the hope that other jurisdic- 
tions may see fit to adopt it as a sub- 
stitute for Section 3 of the Uniform 
Fiduciaries Act which is generally re- 
garded as being so clouded in uncer- 
tainty as to have failed in its purposes. 


Realistic Approach 


Early in 1955 a committee was formed 
by the Illinois State Bar Association*® 
for the purpose of drafting a workable 
simplification act. After studying exist- 
ing statutes of other states the com- 
mittee decided that a draft which had 
been prepared by Francis T. Christy4 
of the New York Bar offered the best 
working model. We agreed with the con- 
clusion that the American rule establish- 
ed by Justice Taney in 1848, holding a 
Corporation to be a trustee to protect 
beneficial interests in stock, was wrong 


and should be abolished.®> The English 


‘Ill. Rev. Stat. ¢. 32, Sees. 439.50 to 439.57, 
effective Sept. 1, 1957. 

— “Responsibilities in the Transfer of 
— Michigan Law Review 701 (1955); 
udge, ‘The Simplification of Corporate Fiduci- 


The Trust Bulletin, Volume 35, 


tvs $ (1956); Conard, “Simplification of Security 
ae. y Fiduciaries,” 95 TrRusTS AND ESTATES 


‘The 


; mbers of the Illinois Committee, all 
Ocated 


ilies. 3 _ Chicago, are: Merritt C. Bragdon, 
Willi, > Doherty, Austin Fleming (Chairman), 
Mille.” Vi. James, Thomas H. Jolls, Creighton S. 
A Ve Heary L. Pitts, Edmond B. Stofft, James 
- Velde and Robert B. Wilcox. 


Vine with Donald H. McLean, Jr.), of “The 
nag of Stock,” the standard work on this 


‘Christy supra, note 2. 


JuLy 1957 


THOMAS H. JOLLS 


Vice President, The Northern Trust Company, Chicago, [llinois 
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mittee which drafted 
the statute here dis- 
cussed, and is also 
vice chairman of the 
Corporation Law Committee of the Chicago 
Bar Association. 








have gotten along very well with the 
provision in their Companies Act that 
“No notice of any trust, expressed, im- 
plied or constructive, shall be entered 
on the register, or be receivable by the 
registrar, in the case of companies re- 
gistered in England.” © 

Indeed if we were unhampered by es- 
tablished business practice in this coun- 
try it might have been feasible to adopt 
the English rule. But it has been the 
American custom to register fiduciaries 
as owners of securities and we felt that 
the best we could do would be to base 
our statute on the simple concept that 
once a fiduciary can show title to the 
security or that he has been judicially 
designated as the person to manage it, 
his authority to transfer title will be pre- 
sumed, 

Some will regard this as surprising 
trust doctrine. Our answer is (1) if the 
trust estate happens to consist of bearer 
bonds or cash in the bank, the faithless 
trustee can turn it to his own purposes at 
will; why distinguish stocks and say 
that as to them the rest of the world 
must protect the trust beneficiary; (2) 
the expected growth in stock ownership 
on the part of the American public will 
drown us all in a sea of paper if we do 
not put aside concepts of an earlier day 

‘For an English view of the American practice 
see Gower “Some Contrasts Between British and 
American Corporation Law,’ 69 Harvard Law 
Review, 1369, 1398 (1956) wherein it is stated 
“As Francis Christy has reecntly pointed out, it 
is because of an unfortunate remark of Chief 
Justice Taney in 1848 that American jurispru- 
dence has been saddled with the opposite rule 
that the corporation is bound to protect benefici- 


aries against breaches of trust by the registered 
proprietor.” 


which now require us to impede a mil- 
lion transactions on the chance that 
thereby we might prevent one or two 
dishonest or ignorant fiduciaries from 
disposing of stock improperly. 

The committee’s work over a period 
of about two years was accompanied 
by almost constant correspondence with 
Mr. Christy and with Professor Alfred 
F. Conard of the University of Michigan 
Law School, who is Chairman of the 
Committee on Simplification of Security 
Transfers by Fiduciaries of the Ameri- 
can Bar Association’s Section of Real 
Property, Probate and Trust Law. Their 
contributions to the drafting of the stat- 
ute were substantial. 


Analysis of Statute 


The text of the statute, with comments 
by sections, follows: 


Section 1. Definitions. 

In this Act, unless the context requires 
otherwise: 

(a) “Assignment” includes any writ- 
ten stock power, bill of sale, deed, declar- 
ation of trust or other instrument of 
transfer. 

(b) “Beneficial interest” includes the 
interest of a decedent’s legatee, distribu- 
tee, heir or creditor, of a beneficiary un- 
der a trust, of a ward, of a beneficial 
owner of a security registered in the 
name of a nominee, or of a minor owner 
of a security registered in the name of 
a custodian, or any similar interest. 

(c) “Corporation” means a corpora- 
tion (private, public or municipal), as- 
sociation or trust organized or created 
under the laws of this.State and issuing 
a security subject to this Act, and in- 
cludes the transfer agents and registrars 
of any of its securities. 

(d) “Fiduciary” includes an executor, 
administrator, trustee, guardian, com- 
mittee, conservator, curator, tutor, cus- 
todian or nominee. 

(e) “Person” includes a firm or cor- 
poration. 

(f) “Security” includes any share of 
stock, bond, debenture, note or other se- 
curity of a corporation which is regis- 
tered as to ownership on the books of 
the corporation. 
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(g) “Transfer” means a change on the 
books of a corporation in the registered 
ownership of a security. 


Note that the definition of “Fiduc- 
iary” does not include agents. Agents 
or attorneys in fact do not ordinarily 
hold title to stock. Moreover it was felt 
that the problems involved in transfers 
by agents (which are fortunately infre- 
quent) could not be satisfactorily solved 
by a statute. 


Section 2. Assignment to a fiduciary. 

A corporation making a transfer of a 
security upon assignment by the regis- 
tered owner to a person described as a 
fiduciary in the assignment or known by 
the corporation to be a fiduciary is not 
bound to inquire into the existence, ex- 
tent, or correct description of the fidu- 
ciary relationship, and thereafter, until 
the corporation receives written notice 
to the contrary, it may assume without 
inquiry that the registered owner con- 
tinues to be the fiduciary. 


This Section deals only with trans- 
fers to a fiduciary; that is, where his 
title derives through an assignment by 
a third party who may be either a seller 
of the security or a settlor. The Section 
has two important functions: (1) it 
dispenses with an initial examination of 
the Trust Agreement and inquiry as to 
the correctness of the inscription, and 
(2) once the assignee becomes the new 
registered owner, his continuing status 
as the fiduciary is conclusively presumed 
in the absence of written notice to the 
contrary. 


Suppose that stock standing in the 
name of A and duly endorsed by him is 
presented for transfer to “B and C, Trus- 
tees under Trust Agreement dated Jan- 
uary 1, 1957.” Under the statute the 
corporation knows that it need not call 
for the Trust Agreement to determine 
(a) whether there is in fact such a 
Trust in force, or (b) whether B and C 
are in fact the Trustees of such Trust 
and are thereby the authorized recipients 
of the Trust property. Two years from 
now when the certificate comes back to 
the corporation endorsed “B and C as 
Trustees under Trust Agreement dated 
January 1, 1957” the corporation is 
authorized to make the transfer im- 
mediately without further papers, and 
without inquiry as to whether B and C 
are in fact still the Trustees of this Trust, 
in reliance on the last clause of this Sec- 
tion, coupled with Section 3. This should 
do away with the submission of Trust 
Agreements and Wills in most cases. 


Section 3. Assignment by a fiduciary. 
A corporation making a transfer of a 
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security upon assignment by a fiduciary 


(a) may assume without inquiry that 
the assignment, even though to the fidu- 
ciary himself or to his nominee, is with- 
in his authority and capacity and is not 
in breach of his fiduciary duties, 


(b) may assume without inquiry that 
the fiduciary has complied with the laws 
of the state having jurisdiction of the 
fiduciary relationship, including any laws 
requiring the fiduciary to obtain court 
approval of the transfer. and 


(c) is not charged with notice of and 
is not bound to obtain or examine any 
court record or any recorded or unre- 
corded document relating to the fidu- 
ciary relationship or the assignment 
even though the record or document is in 
its possession, except that, if the security 
is not registered in the name of the 
fiduciary, the corporation shall obtain a 
copy of a document showing his appoint- 
ment and, if court appointed, certified 
by the clerk of the appointing court with- 
in sixty days before the date of transfer, 
but the corporation is charged with 
notice of only that part of the document 
which provides for the appointment. 


This Section deals with transfers by 
a fiduciary. Its effect can be illustrated 
by the following examples: 


(1) Stock registered “B and C as 
Trustees under Trust Agreement 
dated January 1, 1957” and endorsed 
in that manner, is presented for 
transfer. No papers are necessary 
per comment under Section 2 above. 


(2) Stock registered in the name 
of A, endorsed “B, Executor under 
the Will of A” is presented for trans- 
fer. No papers are needed except a 
certified copy of letters testamentary 
not more than 60 days old, plus waiv- 
ers if required by the tax laws. 

(3) Stock registered “B and C as 
Trustees under Trust Agreement 
dated January 1, 1957” is presented 
for transfer, but the assignment is 
made by B and £ as Trustees, etc. 
In such case, the security not being 
registered in the name of the endors- 
ing fiduciary, further evidence such 
as a death certificate of C and a certi- 
fied copy of Trust Agreement showing 
that E is the named successor to C, 
is required. If the instrument does not 
provide for a successor, or if the law 
of the state of situs of the Trust 
requires court appointment of a suc- 
cessor, a court order will be required. 


There seems no proper way of avoid- 
ing the problem of documentation where 
a succession in appointment is involved. 
Again, the fundamental theory of the 
act is that either title to the property, or 
judicial appointment as manager of the 
property, must be affirmatively shown; 
thereafter full power to deal with the 
property will be presumed. Thus, the 
corporation will still have to keep posted 
as to special state requirements (e.g., 


the requirement that any successor trus. 
tee be court appointed) in order to deal 


: 


with this problem. Proportionately, the | 
number of transfers involving the suc. | 
cession problem is not large and the fact | 
that documentation will still be needed 7 


in such cases detracts little from the at. 
tainment of the main objective of speed- 


ing up the handling of routine transfers 7 


by executors and trustees. 


Note that under Section 3 the examiner 
of the Trust Agreement who is looking 
for the appointment of a successor trus- 
tee need not concern himself with other 
sections dealing with powers, distribu- 
tions, and other unrelated matters. 


Section 4. Adverse claims. 

If a person having or asserting a 
claim of beneficial interest adverse to 
the transfer of a security from a fidu- 
ciary delivers written notice of the claim 
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the corporation shall promptly notify 
the claimant by registered mail of the 
presentation of the security for transfer. 
The corporation shall withhold the trans- 
fer for fifteen days after sending the 
notice and shall then make the transfer 
unless it is restrained by a court order. 


The purpose of this Section is primari- 
ly to take care of an emergency situation 
where an interested party fears that an 
improper transfer is imminent. Once 
the security is presented for transfer, 
however, it seems reasonable that the 
aggrieved party should take the burden 
of instituting court proceedings. The 
corporation should not be required to 
furnish a battleground for such claims. 
It should be kept in mind that this Sec- 
tion does not apply to adverse claims 


generally, but only to cases where the | 


transferor is a fiduciary. 


Section 5. Non-liability of corporation. 

A corporation making a transfer of a 
security under this Act incurs no liabil- 
ity to any person. 


This Section states expressly the re- 
sult implicit in the Sections which pre- 
cede it. It also abrogates the American 
common law rule that a corporation in 
transferring stock acts as a trustee for 
the benefit of third parties. 


Section 6. Application. 


This Act applies to every claim of 
beneficial interest in a security issued 
by a corporation organized under the 
laws of this State regardless of the place 
of delivery or transfer, regardless of the 
location or domicile of the person as- 
serting the claim, and regardless of the 
location of the certificate or othe» 1n- 
strument representing the security oF 
of the assignment. 
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Estate Planning Council 
Activities 


Los Angeles — At the annual meeting 
June 17, Richard H. Forster, attorney, 
spoke on “A Preview of the Revenue 
Act of 1957.” The following officers 
were elected for the ensuing year: Pres. 
—Walter W. Jones, Mutual Life Insur- 
ance Co., Pomona; Vice Pres.—J. R. 
Pattillo, vice president and trust officer, 
Beverly Hills National Bank & Trust 
Co.; Sec.-Treas. — Peter Thompson, 
C.L.U.,, agency supervisor, Equitable 
Life Assurance Society of the U. S. 


Central Florida—At the May 30 an- 
nual meeting the following officers were 
elected: Pres.—Philip A. Hoche, C.L.U., 
general agent, Kansas City Life Insur- 
ance Co., Orlando; Ist Vice Pres. — 
Walter E. Smith, attorney; 2nd Vice 
Pres.—John W. Boone, C.P.A.; Treas.— 
Morgan W. Price, Jr., vice president 
and trust officer, Central Title & Trust 
Co., Orlando; Sec.—Frank P. Temple, 


life underwriter. 


Hawaii — At the June 20 meeting, Dr. 
S. Francis Liu, professor of law, Yale 
University and federal taxation editor of 
Commerce Clearing House, spoke on 
“Federal Income Tax Problems Arising 
Out Of: 1) Co-Operative Apartments; 
2) Subdivision of Real Estate; 3) Types 
of Organization of Real Estate Busi- 
ness.” 


Chicago—The following officers were 
elected at the annual meeting June 4: 
Pres.—Harry R. Schultz, Mutual Life 
Insurance Co. of New York; Vice Pres. 
—Thomas L. McDermand, vice presi- 
dent of The Northern Trust Co.; Treas. 
—Richard C. Frasier, Great-West Life 
Assurance Co.; Sec.—Layman L. Hay, 
trust officer of City National Bank. 


Des Moines—At the June 3 meeting 
a group discussion of selected questions 
was followed by the annual meeting and 
election of these officers: Pres——Amos 
C. Pearsall, Jr.. C.L.U.; Vice Pres.— 
Robert B. Throckmorton, attorney; Sec.- 
Treas.—S. G. Barnard, trust officer of 
Bankers Trust Co. 

Baltimore — At the June 5 meeting 
the following officers were elected: Pres. 
—Louis M. Fisher, vice president, Fi- 
delity-Baltimore National Bank; Vice 
Pres.—Emil K. Meacham, New York 
Life Insurance Co.; Sec.—G. Van Velsor 
Wolf, attorney; Treas.—William H. Mc- 


Lean, Jr., accountant. 


Detroit — The June 11 meeting took 
the form of the annual golf party and 
dinner. 


St. Louis — At the June 14 annual 
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meeting and outing, these officers were 
elected for the coming year: Pres.— 
Richard T. Stith, Jr., C.L.U., New Eng- 
land Mutual Life Insurance Co.; Vice 
Pres.—Herbert Frahm, assistant trust 
officer, Mercantile Trust Co.; Sec.— 
Robert E. O’Brien, New England Mutual 
Life Insurance Co.; Treas.—Waldemar 
B. Due, assistant trust officer, Security 
National Bank Savings & Trust Co. 


Rochester, N. Y. — Officers elected at 
the June 13 annual outing and meeting 
are: Pres.—Bert A. Van Horn, attorney: 
Vice Pres——Wilmot R. Craig, executive 
vice president, Lincoln-Rochester Trust 
Co.; Treas.— Robert M. Williamson. 
general agent, Connecticut Mutual Life 
Insurance Co.; Sec.—Edward R. Mur- 
phy, vice president, Genesee Valley 
Union Trust Co. 


Dayton — The June 13 meeting was 
the annual social meeting held at the 
Dayton Country Club. 


Ogden — Officers elected at the an- 
nual meeting, May 23, for the term be- 
ginning July 1 are: Pres.—David K. 
Holther, attorney; Vice Pres.—Herbert 
J. Corkey, C.P.A.; Sec.—Herbert W. 
Hinley, trust officer, Commercial Secur- 
ity Bank; Treas.—William E. Bradshaw. 


life underwriter. 


Richmond—At the May 22 annual 
meeting the following officers were 
elected: Pres. — Daniel L. Williams. 
C.L.U., Life Insurance Co. of Virginia: 
Vice Pres—Richmond Moore, Jr.. at- 
torney; Treas——Parks P. Duffey, man- 
ager, Connecticut General Life Insur- 
ance Co.; Sec.—William L. Nichols. 


trust officer. Central National Bank. 


Milwaukee — At the June 24 meet- 
ing, George B. Gordon, director of ad- 
vanced underwriting services, Mutual 
Benefit Life Insurance Co., Newark. 
N. J., spoke on “Close Corporation In- 
terests in Estate Planning.” 
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PBA SCHOOL 
(Continued from page 640) 


immense fund of detailed knowledge 
which is the stock in trade of a trust 
officer precludes any “quickie” trust 
education, but places great economic 
value on whatever we can do to quicken 
the pace of training processes. We need 
facilities in local areas where the train- 
ing could be tied in with local practices 
and the background of particular juris- 
dictions.—Richard P. Chapman, presi- 
dent, Merchants National Bank of Bos- 


ton, and immediate past president. 
American Bankers Association Trust 
Division. 


A Bt 


Progress Report on Trust Fily 


All of the filming has now been con. 
pleted for ’So Little for Eve”. the trug 
promotion film sponsored by the Trust 
Division of the New York State Bankers 
Association. The final picture will be a 
27 minute dramatization in full color 
and with full sound track. It will have q 
cast of 8 feature characters and 14 
different scenes. 


Commitments from 4 trust associa-! 


tions and 45 banks in 17 States outside 
of New York now total $44,7000, Her. 
bert A. Jones, chairman of the Division 
and vice president and senior trust of- 
ficer, National Commercial Bank § 
Trust Co., Albany, reported at the As. 
sociation’s 61st annual convention at the 
Lake Placid Club, June 19-21. This is 
three-fourths of the money needed. Com. 
mitments of $10,000 from Association 
members had been received as early as 


January 20, and on that day the Council 


of Administration agreed to underwrite 
the project to tht extent of $20,000. 


All member banks of the 
outright, but no one bank may have ex 
clusive rights. In fairness to those who 
have supported the project by purchas 
ing prints, rentals will not be considered 
for at least one year. 


after a small town industrialist has pass- 
ed away. His estate was not well planned. 
had to pay large Federal taxes, and now 
the business must be sold at a sacrifice 
What happens is seen though the eye: 
of the family—the widow, a ten yeat 
old son, an 18 year old daughter anxious 
to get married, a 21 year old son grad 
uating from college. A brother had been 
named co-executor with the widow. The 
wisdom of corporate fiduciary services 
is pointed out. Trust officers, attorne} 
and insurance man appear in a favorable 
light. The story explains what mighi 
have been done to improve the situation 
but avoids detailed technicalities. 


The film project started four year: 


ago. After several attempts were ref 


jected, a committee under the chairman 
ship of William T. Haynes, vice presi 
dent, Marine Trust Co. of Western New 
York, Buffalo, consulted several trust ad 
vertising firms from which scripts wert 
submitted. Last July the theme prepare 
by Merrill Anderson Co. was selecte¢ 
and given to Unifilms, Inc., of New 
York. Earl S. MacNeill, vice presiden 
of Irving Trust Co., was appointed a 
technical advisor to Unifilms for the re 
writing of the story. 
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INSURANCE IN ESTATE SETTLEMENT 


Administration and Tax Aspects 


EDWIN H. WHITE, C.L.U. 


Vice President & Director, Advanced Underwriting Service, 
The Insurance Research & Review Service, Inc., Indianapolis, Indiana 


NE OF THE FIRST THINGS WHICH 
etc the personal representa- 
tive is his need for cash to pay debts. 
expenses, taxes, and pecuniary legacies. 
The average figures shown in the ac- 
companying table give a good picture of 
the extent of the problem in estates of 
different sizes. Thus minimum cash 
needs in a small estate will be about 
12% of the gross .estate, even though 
the will does not call for cash bequests 
or conversion of the estate into cash. In 


#a large estate, the cash needs are over 


half the total gross estate where the 
marital deduction is not available. 


In most estates, much can be done 
during the owner’s lifetime to reduce 
the cash needs. He can substitute life 
insurance proceeds in the place of cash 
bequests, for example. Investment in life 
insurance policies payable to named 


Ibeneficiaries probably will save admin- 


‘istration costs, state inheritance taxes. 
and, if the insured possesses no inci- 
dents of ownership at time of death. 
Federal estate tax. 


In too many instances, the personal 
representative must sell estate assets to 
obtain cash — and if he has to sell at 
at loss he adds materially to the total 
shrinkage of the estate. From his point 


From paper presented before First District In- 
stitute of Indiana State Bar Assn., April 1, 1957 
and Indianapolis Corporate Fiduciaries Associa- 


tion, May 20, 1957. 





of view, the ideal sources of cash will 
be life insurance payable to the de- 
cedent’s estate. But not many insureds 
leave their insurance payable to their 
personal representatives. 


In many instances the insurance in- 
tended for estate settlement purposes is 
made payable to the wife, either in lump 
sum or under a policy option giving her 
full withdrawal rights. This may work 
out satisfactorily in a small estate. If the 
widow is sole estate beneficiary, she 
should be willing to make the insurance 
proceeds available. If she is one of 
several beneficiaries, she may be wlling 
to exchange insurance dollars for an 
equivalent amount of estate property. 
She should at least receive some form 
of reimbursement; otherwise, she will 
have made gifts to the other beneficiar- 
ies. The personal representative will have 
to look elsewhere for estate cash, how- 
ever, if the widow does not choose to 
make the insurance proceeds available, 
or if she dies shortly after the insured’s 
death and the proceeds become a part 
of her estate. 


Where the estate is large the personal 
representative may find that the testator 
had solved the problem neatly by creat- 
ing a life insurance trust and authoriz- 
ing the trustee to make purchases from, 
or loans to, the executor of his estate. 
He had placed coordinating provisions 
in his will, authorizing his executor to 


borrow from, or sell estate assets to, the 
trustee of the insurance trust. By dealing 
with the trustee, the executor may read- 
ily procure the cash needed for estate 
settlement. Any property purchased from 
the estate will be held under the terms 
of the trust or disposed of at leisure, as 
stipulated in the trust agreement. In this 
manner, any forced sale of estate assets 
to outsiders is avoided. 


If the decedent owned an interest in 
a business, his personal representative 
may find that an insured buy-and-sell 
agreement has solved the estate liquidity 
problem. The insurance under such an 
agreement is usually payable to the sur- 
viving associates or the business entity 
and is paid over to the estate for the 
decedent’s interest. Under this arrange- 
ment, the executor will receive ample 
cash with which to settle the estate. This 
arrangement also tends to stabilize the 
amount of cash needed, because the 
agreed purchase price usually estab- 
lishes the Federal estate tax value of 
the business interest (May v. McGowan, 
194 F. 2d 396; Broderick v. Gore, 224 
F. 2d 892; Estate of Lionel Weil, 22 
T.C. 1267). 


If the decedent owned stock in a fam- 
ily corporation which is to be retained 
in the family, a partial redemption of 
his stock owned at death, under 1954 
Code Section 303, will supply his per- 
sonal representative with the cash to pay 





(by Size of Estates) 








AVERAGE ESTATE SETTLEMENT COSTS* 

















$100,000 $250,000 $500,000 $750,000 sleeneee | Sane 
Admin. costs $4600 4.67] $11,500 4.6%| $22,500 4.5%| $ 33,000 4.4%| $ 43,000 4.3%|$ 215,000 4.3% 
Debts 5,600 5.6 13,000 5.2 25,000 5.0 35,250 4.7 45,000 4.5 | 185,000 3.7 
Fed. tax+ 2,950 3.0 38,550 15.4 | 102,800 20.6 171,050 22.8 242,650 24.3 | 1,831,600 36.6 
Ped. tac 0 20 mm 3 | ee Oe | eee ee 
State tax 1,700 1.7 6,000 2.4 | 16,650 3.8 29,900 4.0 45,850 4.6 | 402,000 8.0 

| | 

Shrinkage} $14,850 14.9%! $69,050 27.6%| $166,950 33.4%| $269,200 35.9%| $376,500 37.7% | $2,633,600 52.6% 
iene $11,900 11.9%! $38,100 15.2%| $102,900 20.6% $168,850 22.5%| $237,650 23.8%! $1,550,000 31.0% 
*Debts ay. administration expenses from Treasury Dept. statistics for years 1947 through 1950 on 72,630 
‘states on which Federal estate tax was paid. Federal taxes at current rates; state taxes approximate 
those of indiana in case of widow and two children. 
'Withou. marital deduction. 
With marital deduction. 
Jury 1957 








funeral and administration expenses, 
and death taxes, if the stock and its re- 
demption by the corporation meet the 
conditions of that section. For distribu- 
tions in redemption of stock not to be 
treated as taxable dividends under that 
section, the estate tax value of dece- 
dent’s stock of the corporation included 
in his gross estate must exceed either 
35% of his gross estate, or 50% of his 
taxable estate. Distributions are pro- 
tected up to the aggregate amount of 
death taxes imposed because of the 
stockholder’s death, and the funeral and 
administration expenses allowable as 
Federal estate tax deductions. 


Under some state laws, a corporation 
cannot redeem its own stock where im- 
pairment of its capital will result. (e.g., 
Burns Stats. Anno., Sec. 25-202(8).) 
Knowing this, the decedent has probably 
seen to it that the corporation owned 
insurance on his life payable to itself 
in an amount sufficient to make a Sec- 
tion 303 redemption. If the decedent 
was the controlling stockholder, he no 
doubt directed in his will that such a 
redemption be made. If he did not own 
a controlling interest, probably he con- 
tracted with the corporation to give his 
personal representative an option to have 
shares redeemed to the extent protected 


by Section 303. 


The personal representative would not 
include the corporation-owned life in- 
surance in the decedent’s gross estate, 
but the proceeds would be taken into 
consideration in valuing his shares of 
stock (Estate of Edward Doerken), 46 
B.T.A. 809; Rev. Rul. 54-77, C.B. 1954- 
1, 187). But the corporation’s loss of 
decedent’s services would also be taken 
into consideration (Newell v. Comm., 
66 F. 2d 102; Estate of James McDer- 
mott, 12 T.C.M. 481; Rev. Rul. 54-77, 


supra). 


Insurance in Relation to Business 
Interests 


If the agreement calls for redemption 
of all shares owned by the decedent, 
special complexities may arise under 
Sections 302 and 318 of the Code. Sec- 
tion 302 contains three main provisions, 
under any of which, if applicable, dis- 
tributions in redemption of stock are 
treated as purchase price paid for the 
stock and not as taxable dividends. One 
provision, too general to be relied upon, 
requires the redemption to be “not es- 
sentially equivalent to a dividend.” The 
second requires the redemption to be 
substantially disproportionate by the 
following tests: 


(1) After the redemption, the 
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stockholder must own less than 50% 
of the voting power of all classes of 
stock entitled to vote; 


(2) His ratio of voting stock owned 
after the redemption must be less 
than 80% of his ratio of voting stock 
owned before the redemption; and 


(3) His ratio of common stock 
(voting and nonvoting) after the re- 
demption must be less than 80% of 
his ratio of common stock owned be- 
fore the redemption. 


The third provision requires that all of 
the stockholder’s (here the estate’s) 
shares be redeemed. 


In testing these provisions, the con- 
structive stock ownership rules in Sec- 
tion 318 apply — although not applica- 
ble to a Section 303 redemption. The 
basic rule is the attribution to the estate 
of all shares owned directly or indi- 
rectly by or for beneficiaries of the 
estate. The regulations, however, deem 
a person an estate beneficiary only if he 
inherits a present interest in property. 
Furthermore, a person is no longer con- 
sidered an estate beneficiary once he 
has received all the property to which 
he is entitled, provided “he no longer has 
a claim against the estate arising out of 
having been a beneficiary, and *** there 
is only a remote possibility that it will 
be necessary for the estate to seek the 
return of property or to seek payment 
from him by contribution or otherwise 
to satisfy claims against the estate 
or expenses of administration (Reg. 
$1.318-3(a) ). 

Thus, the executor may be able io 
solve the attribution situation by com- 
pleting distributions to the estate bene- 
ficiaries involved before the stock re- 
demption agreement is consummated. 


Relation to Estate Tax 


Unless he has been impervious to life 
underwriters since August 16, 1954, the 
personal representative is aware of the 
current basic provisions in Code Section 
2042 relating to inclusion of life insur- 
ance proceeds in the insured’s gross 
estate. 


But what is insurance on the de- 
cedent’s life? Paid-up additions are 
(Chas National Bank v. U.S., 116 F. 2d 
625). Accidental death benefits are 
(Leopold Ackerman, 15 B.T.A. 635; 
Estate of Will Wright, 8 T.C. 531). A 
survivorship annuity on decedent’s life 
is also held to be insurance (Cowles v. 
U.S., 152 F. 2d 212). The same is true 
of death benefits from the Gratuity Fund 
of the New York Stock Exchange (Com- 
missioner v. Treganowan, 183 F. 2d 
288). 


According to the proposed estate tax 


regulations, the proceeds of a retirement 
income insurance policy are considered 
insurance if the insured died before the 
terminal reserve value equalled the face 


amount; otherwise, the death benefit 
would ordinarily be includible as an 
annuity under Section 2039 and listed 
in Schedule I rather than Schedule D 
of the estate tax return (Pro. Reg. 
§§ 20.2039-1(d) and 20.2042-1(a) (2)). 
As qualified by this proposed regulation, 
life insurance proceeds payable to the 
beneficiary of a participant in a quali- 
fied employees’ trust are considered in- 
surance proceeds for estate tax purposes, 
even though the policy reserve is classed 
as a trust distribution for income tax 
purposes. The proposed regulation is 
being opposed by the Life Insurance 
Association of America as expounding 
a completely revolutionary theory which 
will bring capricious estate results re- 
garding the policies affected. 
Accumulated dividends and _ interest 
thereon, post mortem dividends, and re- 
turn premiums are not insurance and are 
entered on Schedule F as other miscel- 
laneous property. The death proceeds of 
combination single premium life and an- 
nuity contracts, issued in one policy or 
concurrently in separate policies, with- 
out evidence of insurability and for a 
combined single premium exceeding the 
death benefit, are not life insurance pro- 


ceeds (Helvering v. LeGierse, 312 US. | 


543). Such proceeds are generally in- 
cludible under one or more of sections 


2033 and 2035 through 2039, depending | 


upon the circumstances. Even where the 
purchaser irrevocably assigns the separ- 
ately-issued life policy, the higher courts 
have held, with one exception, that the 
death proceeds are includible (Burr v. 
Commissioner, 156 F. 2d 871; Conway 
v. Glenn, 193 F. 2d 965; Fidelity-Phila- 
delphia Trust Co. v. Smith, F. 2d-3d 
Cir. 2-28-57: contra, Bohnen v. Harri- 
son, 199 F. 2d 492, aff'd without opinion 
by an equally divided court, 345 U.S. 
946). The Revenue Service is not fol- 
lowing the Bohnen decision (Rev. Rul. 


04-552, C.B. 1954-2, 284). 


Where the proceeds are payable to a f 


named beneficiary under a legally bind- 
ing agreement requiring him to use the 
proceeds to pay taxes, debts or other 
charges enforceable against the estate, 
the amount of proceeds to the extent of 
the beneficiary’s obligation is includible 
as receivable by the estate (Estale of 


James H. Matthews, 3 T.C. 525). The 


same result follows where a policy was> 


held as collateral security by the in- 


sured’s creditor (Pro. Reg. $20.2042-[ 
1(b), or was payable to a divorced} 


(Continued on page 712) 
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: DIRECTORS 


4 BARNEY BALABAN 
3 President, Paramount Pictures Corporation 
3 


EDWIN J. BEINECKE 
Chairman, The Sperry and Hutchinson 
Company 


CLINTON R. BLACK, JR. 
President, C. R. Black, Jr. Corporation 


ALVIN G. BRUSH 
Chairman, American Home Products 


’ Corporation 


| LOU R. CRANDALL 
i Chairman, George A. Fuller Company 


CHARLES A. DANA 
: Chairman, Dana Corporation 


HORACE C. FLANIGAN 
Chairman, Board of Directors 


Last Sannin vee 


JOHN M. FRANKLIN 
President, United States Lines Company 


JOHN GEMMELL, JR. 
Clyde Estates 


PAOLINO GERLI 
President, Gerli & Co., Inc. 


EUGENE S. HOOPER 
President 


ROY T. HURLEY 
Chairman and President, 
Curtiss-Wright Corporation 





JOHN L. JOHNSTON 
Director, Phillips Petroleum Company 


OSWALD L. JOHNSTON 
Simpson Thacher & Bartlett 


BARRY T. LEITHEAD 
President, Cluett, Peabody & Co Ine. 


KENNETH F. MacLELLAN 
President, United Biscuit Company 
of America 


JOHN T. MADDEN 
Chairman, Emigrant Industrial Savings Bank 


JOHN P. MAGUIRE 
President, John P. Maguire & Co., Inc, 


GEORGE V. McLAUGHLIN 
Vice Chairman, Triborough Bridge and 
Tunnel Authority 


WILLIAM G. RABE 
Chairman, Trust Committee 


HAROLD C. RICHARD 
New York City 


HAROLD V. SMITH 
Chairman, The Home Insurance Company 


L. A. VAN BOMEL 
Director, Chrysler Corporation 


HENRY C. VON ELM 
Honorary Chairman 


GEORGE G. WALKER 
President, Electric Bond and Share Company 
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VANUFACTURERS 
TRUST COMPANY 


Head Office: 55 Broad Street, New York 


112 OFFICES IN GREATER NEW YORK 





Statement of Condition, June 30, 1957 





RESOURCES 


Cash and Due from Banks 
U. S. Government Securities 
U. S$. Government Insured F. H. A. Mort- 
gages 
State, Municipal and Public Securities 
Stock of Federal Reserve Bank 
-Other Securities 


Loans, Bills Purchased and Bankers’ Ac- 
ceptances 


Mortgages 
Banking Houses and Equipment 
Customers’ Liability for Acceptances 


Accrued Interest and Other Resources 


LIABILITIES 


Capital (5,039,000 
shares—$10. par) $ 50,390,000 


Surplus ind 100,000,000 
Undivided Profits 61,487,602 





Reserves for Taxes, Unearned Discount, 
Interest, etc. 


Dividend Payable July 15, 1957 
Outstanding Acceptances 


Liability as Endorser on Acceptances and 
Foreign Bills 


Other Liabilities 
Deposits 


$ 755,488,292 
648,701,549 


69,289,155 
163,701,356 
4,511,700 
29,684,752 


1,190,485,926 
39,291,518 
18,246,950 
43,245,591 
8,969,685 


$2,971,616,474 


$ 211,877,602 


24,368,184 
2,519,500 
46,653,110 


22,152,607 
1,165,736 
2,662,879,735 


$2,971,616,474 


United States Government and Other Securities carried at $131,763,839 are pledged to 
secure public funds and trust deposits and for other purposes as required or permitted by low. 


Member Federal Reserve System 


Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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Estate Administration Series: No. 3 





DUAL ROLE OF ESTATE PLANNING 


A VALUATION OF PLANS FOR “LIVING” TOO 


OSCAR S. CAPLAN 


Trust Officer, Central Bank and Trust Co., Miami, Florida 


| pars AND TAXES ARE STILL THE 
only certainties of life, but many 
are deferring the former many years, 
while everyone is so befuddled by the 
tax dilemma that he thinks only of plan- 
ning his post-mortem estate. He is en- 
gulfed in the waves of evasion and 
avoidance — evading the problems of 
life so as to be able to avoid having 
his earthly wealth consumed by the 
government. To him the law seems to 
run in all directions at one and the 
same time while the money just runs 
one way. He is constantly engaged in 
trying to understand the ordinary and 
extraordinary tax aspects of every move 
he makes. We are continually trying to 
streamline our lives into avenues of tax 
exemptions and subject ourselves to a 
hardening of our mathematical arteries. 
Even estate planning has sometimes 
fallen into the hands of the Tax Vigi- 
lante. 


Primarily, one should face the emer- 
gencies of life with a far-visioned pro- 
gram that allows for one’s own enjoy- 
ment of the fruits of his labors. Con- 
sidering the frailities of life, he can then 
think of planning for the processes which 
follow his will, estate or inheritance. In 
other words, we ought to start to plan 
our living before and during the time 
we plan for the days “after.” Modern 
estate planning contemplates a complete 
and thorough arrangement that gives the 
creator the greatest benefits with the 
least entanglements or unfair taxes so 
that he can enjoy his estate during life- 
time, provide personal retirement, busi- 
ness continuity and family security. 
thor of “Standardized Jury Instructions” 

While every plan must be tailor-made 
to the individual, there is no question 
that life-use planning will play a most 
important and beneficial part in any- 
one’s program. 


Immediate Trusts 


Long relegated to the attic in the 
warehouse of legal devices, living (inter- 
vivos) trusts are being dusted off and 
placed back on the planners’ counters. 
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By many it is considered as the crown- 
ing achievement of modern law and 
finance. Enormous tax savings, both in- 
come and estate, are possible by the 
use of Trusts but so too are dramatic 
business and economic benefits. 


Thirty years ago, the tax-conscious 
public was trying its wings on multiple 
corporations. Now the same feat is ac- 
complished with trusts which are avail- 
able for allocating the family stockpile 
of income at substantially reduced tax 
rates. There might be a score or more 
trusts for each individual with each trust 
filing a separate return. At the same time 
no double taxation is involved and the 
trust might earn income, pay tax on it, 
and the distribution to the beneficiary 
bears no additional tax liability. 


Though it seems unlikely at present 
that lifetime trusts and gifts will super- 
sede the will and the use of testamentary 
bequests, there is an increasing demand 
for lifetime planning. Simple “one page” 
Wills have become of little or no value. 
Savings effected by lifetime gifts and 
trusts could take years and years to 
accumulate if you had to earn them. 


Example: Mr. “A” plans to distrib- 
ute his $200,000 estate by will, leav- 
ing $150,000 to his son and $25,000 
to each of his two grandchildren. The 
federal estate tax would amount to 
$31,500, leaving only $168,500 for dis- 
tribution. “A” could save a substantial 
amount by making the gifts of $25,000 
to each of his grandchildren during 
his lifetime. The federal gift tax 





A member of the 
Illinois, Ohio and 
New York bar, the 
author for over 25 
years served in a 
judicial capacity in 
the Municipal and 
Probate Courts in 
Illinois. He is author 
of “Probate Practice 
and Procedure in IIl- 
“Municipal Court Manual,” co-au- 





inois” ; 
and “Pre-Trial Practice” in Illinois and many 
others. 





would be $705. The gift tax plus the 
gifts to the grandchildren would re- 
duce the estate to $149,295. The fed- 
eral estate tax would then be $17,308. 
By making the lifetime gift, there is 
a tax saving of nearly $14,000. 


Exclusive of the many advantages 
normally listed in lifetime estate plan- 
ning, is the fact that it actually gives one 
a Pre-view to observe the way a trust 
would meet the family’s normal and 
emergency needs. Thus, it can be de- 
cided whether or not a bequest in a trust 
under a will would be feasible. This 
offers an ideal opportunity to have the 
property effectively and continuously 
devoted to the accomplishment of cer- 
tain particular goals. 


Example: An executive has a per- 
sonal taxable income of $35,000 per 
annum. He is in the 50% bracket, and 
in order to give his mother $200 a 
month allowance, he has to earn $400. 
He could give her sufficient property, 
personal or real, to supply her needs. 
However, he does not want to give it 
away permanently. He would like to 
have it returned to him or his family 
when she no longer needs it. He can 
set up a trust to pay her $2,600 a 
year, the property to revert to him 
after her death. Even after she pays 
her income tax she will still have 
$200 a month. Its results are satisfac- 
tory to all—she gets the money she 
needs, the income is no longer taxed 
to him and the tax is reduced. Above 
all, the property will come back to 
him at a time when his tax station 
will be lower. 


Flexibility of Lifetime Planning 


Trust instruments can be exactly de- 
signed to fit the economic security and 
tax needs of the family. It can be altered. 
supplemented or amended and the per- 
son establishing the trust can even re- 
main with some limitation in control of 
the administration of the funds. 


Before we can definitely plan a full 
lifetime estate, we must know the present 
and possible future estate of the planner: 
his potential income at retirement and 
the estimated income to his wife and 
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minor children at the time of death. 
With this analysis one can proceed to 
make plans for his “living” estate. Con- 
sider first the possibility of a long ill- 
ness, physical or mental disability, pre- 
mature death, financial reverses, decline 
in purchasing power, and depreciation 


of assets. When these incidents have 
been provided for, one can settle the 
question of retirement funds and the 
protection of wife and children after 


death. 


In my experience, many problems 
could have been solved most favorably 
by the use of living trusts. Many were 
the instances where a father desired to 
provide for one of his children who had 
no appreciation of the value of money. 
He was a spendthrift and all the funds 
allowed to him were dissipated within a 
short period. This resulted in the son 
becoming indigent, a public nuisance 
and an habitual drunkard. The estab- 
lishment of a living trust, paying the son 
a certain amount each year and a provi- 
sion limiting the power of selling or 
pledging his interest would have been 
remedial. 


the distribution of 
assets became proportionately unfair be- 
cause of subsequent occurrences. I dis- 
tinctly remember where five children 
were alloted a similar sum for their 
maintenance. Later one of the children 
was stricken with polio leaving him no 
earning capacity while another of his 
children developed a fabulous earning 
capacity. In my opinion, the creation of 
a “sprinkling” trust, giving the trustee 
discretionary powers to distribute in- 
come among the family members, would 
have been more beneficial and equitable 
than a trust with fixed distribution. 


In many cases, 


Example: Testator has four sons. 
Son A has an income of $60,000, B 
$10,000, C $15,000 and D $20,000. The 
trust produces $30,000 a year and all 
the beneficiaries have the same de- 
ductions. If the trust income were 
divided share and share alike, most of 
A’s share and 65% of D’s share would 
be consumed by taxes. By “sprink- 
ling” the income and giving a small 
amount to A and sufficient to B, C, 
and D, so that their respective total 
incomes will not exceed $25,000, in- 
come tax on the trust earnings will 
be substantially reduced. Should A’s 
income decrease, his income from the 
trust can be increased. 


\ widow desires to send her three 
young children to a summer camp at 
the total cost of $1,500. If she is in the 
90‘: bracket, the trustee would have to 
pay her $3,000 in order to produce the 
necessary funds. With a sprinkling trust, 
the trustee can make each child a bene- 
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ficiary for $500 and pay the money di- 
rectly to the camp. There will be no 
income tax since each child’s interest 


is less than $600. 


Where a father desires to make 
permanent provision for a divorced child 
and his grandchildren, experience has 
proven that a maintenance trust is de- 
signed to fit the needs of all parties. 


In the divorce courts we see that the 
failure to establish a trust creates havoc 
with one of the parties. In many in- 
stances property is transferred to a 
daughter who is then unmarried. An un- 
happy marriage may ensue, culminating 
in divorce. A long drawn out and costly 
suit involving property rights makes a 
mess which could have been obviated if 
the father had established a trust nam- 
ing himself as trustee with control of the 
distribution. The trust can provide that 
the assets can not be touched by any 
third party. Under these conditions her 
husband had no claim on any of the 
property. This is particularly important 
where stock of a family corporation is 
involved. Where the gift is outright, her 
husband would have been able to dis- 
sipate or sell to outside interests part of 
the family business. 


Outright gifts, irrevocable gifts in 
trust, charitable gifts and gifts to 
minors. All have a definite tax saving 
possibility. Short-term trusts, control 
trusts, Clifford trusts with reversionary 
interests are important facets of a re- 
vocable trust. Insurance trusts create 
cash reserves which are available either 
for taxes or protection of the family, 
such as education for children and dis- 


bursements for taxes, so that the family 
will not be financially stranded during 
the period of administration. 


In many jurisdictions, a testator may 
“pour-over” his living trust estate into 
a testamentary disposition created by a 
will. This allows the client’s entire assets 
to be held under a single trust agreement 
and the will can then usually be a short 
affair since the trust contains all dis- 
positive provisions and powers. 


Besides the legal standards required 
by law and court, one should never over- 
look the human element that plays a big 
part in the wise selection of trustees. 
Financial services are different from 
trust services—one deals with money, 
the other deals with human beings and 
their contentment. Corporate trustees 
are not corporations but a body of ofh- 
cers and staff who have been trained in 
financial and business acumen, personal 
loyalty and devotion to carrying out the 
intentions and needs of the principals 
and beneficiaries. 


The “living” planned estate is the 
most helpful conveyance for the solu- 
tion of troublesome tax and legal prob- 
lems. Daily insecurity and instability as 
to future incapacities and disabilities 
will be minimized. One cannot afford to 
play “Truth or Consequences” with his 
happiness and the future of his family. 


A A A 


@® Louise J. McGovern, assistant trust 
officer of Wells Fargo Bank, addressed 
the spring conference of the National 
Association of Bank Women, held in 
Denver in May, on the subject “Estate 
Planning for Family Protection.” 





READY TO SERVE YOU... 
IN HAWAII 


Hawaii’s oldest and 
largest trust company 
now in its new home. 


Established 1898 


HAWAIIAN 
TRUST 
COMPANY, 
LIMITED 


1010 Richards Street 
P. O. Box 3170 
Honolulu 2, Hawaii, U.S.A. 


Trust Services 
Property Management 
Financial Agents 
Ancillary Administration 
Member, Honolulu Stock Exchange 
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MELLON NATIONAL BANK 
AND TRUST COMPANY 


Cash and Due from Banks 
U. S. Government Securities 
Other Public Securities 


Other Securities 
Loans and Discounts 


Bank Buildings and Equipment 


Other Resources 


Copmal.. « « 
Surplus é 
Undivided Profits 
Due Depositors . 
Bills Payable 


PITTSBURGH 


RESOURCES 


LIABILITIES 


Reserves—Taxes and Expenses ee 


Other Liabilities 


ARTHUR V. DAVIS 
FRANK R. DENTON 

J. FRANK DRAKE 
RALPH S. EULER 
RAYMOND F. EVANS 
BENJAMIN F. FAIRLESS 
CHILDS FRICK 


WILLIAM B. GIVEN, JR. 


DIRECTORS 


EDWARD J. HANLEY 
HENRY J. HEINZ, II 
HARRY B. HIGGINS 
ROY A. HUNT 
BENJAMIN F. JONES, 3RD 
CHARLES LOCKHART 
GEORGE H. LOVE 
RICHARD K. MELLON 


Statement of Condition, June 30, 1957 


. $ 429,892,460.38 
. 369,628,988.44 
‘ 190,314,552.75 


‘ 34,178,637.54 
1,028,085,821.48 

‘ 19,271,214.81 
12,392,358.60 





$2,083,764,034.00 








. $ 60,100,000.00 
180,000,000.00 
16,376,830.34 

.  1,721,417,227.69 
80,000,000.00 

‘ 18,182,385.21 
7,687,590.76 


$2,083,764,034.00 











LAWRENCE N. MURRAY 
H. W. PRENTIS, Jr. 
GWILYM A. PRICE 
WILLIAM C. ROBINSON 
ALAN M. SCAIFE 
WILLIAM WATSON SMITH 
WILLIAM P. SNYDER, JR. 
GEORGE W. WYCKOFF 


United States Government securities carried at $300,920,071.53 are 
pledged to secure deposits of public monies and for other purposes. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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CREF Five Years Old 


VARIABLE ANNUITY PERFORMANCE 


R. McALLISTER LLOYD 


President, Teachers Insurance and Annuity Association 
and College Retirement Equities Fund 


HE College Retirement Equities 

Fund,* the organization which or- 
iginated the variable annuity concept in 
pension planning, began operations July 
1, 1952, and it is appropriate now to re- 
port on its first five-year progress. This 
is, of course, a short time in the opera- 
tion of a retirement system, when the 
pay-in and pay-out periods for a single 
individual and his widow may last for 
fifty years or more. But the first five 
years of CREF have produced remark- 
able growth, as indicated in Table I. 


Each premium paid to CREF pur- 
chases whatever number of accumulation 
units is obtained by dividing the pre- 
mium less an expense charge by the cur- 
rent unit value. Fewer units are pur- 


| chased by a given premium when the 


a 


unit value is higher, more when it is 
lower. Once each year the policyholder is 
sent a special report of premiums paid 
and accumulation units owned, including 
units purchased by dividend earnings. 


The monthly value of the accumula- 


tion unitst during the five-year period 
| has ranged from as low as $9.35 to as 


» high as $20.83, and on July 1, 1957 was 


$20.37. During 1952 and 1953 the unit 
| value varied only slightly above and be- 
| low $10. In 1954. it began a climb which 


continued through 1955 and reached the 
$18 level for the first time in January, 
1956. The $20.83 figure was calculated 
as of July, 1956. After that date the 


values settled in the general area of $18 
to $19. 








TABLE I: 


GROWTH OF CREF 


(Figures are as of end of calender year, except premiums, which are for entire year) 





Capital 
Participants Net Assets Premium Income Appreciation 
1952 7,302 $ 953,122 $ 905,492 $ 43,000 
1953 14,875 5,943,074 4,283,093 201,000 
1954 . 19,319 15,588,931 6,201,051 3,552,000 
1955 25,097 27,736,904 7,516,471 4,156,000 
1956 _. 31,156 39,817,951 9,577,543 1,838,000 
July 1, 1952 - $10.00 $100 a month. The same premium 
May 1, 1953 __ 9.46 amount is paid to CREF. 
May 1, 1954 - 10.74 
— = st aes CREF’s Investments 
iviay 9 £9] 
May 1, 1957 16.88 The nature and purpose of CREF re- 


Example of Benefits 


Participation in CREF over a long 
period of time is an essential part of the 
TIAA-CREF retirement system. While a 
five-year period is too short to supply a 
satisfactory example of both an accumu- 
lation period and the later yearly 
changes in the resulting retirement in- 
come, it is possible to provide a reason- 
able example of CREF in operation 
jointly with TIAA by using a hypothet- 
ical lump-sum premium payment for an 
immediate annuity. Such a payment 
made in 1952 provides six subsequent 
yearly income figures. 


The figures in Table II show the 
monthly annuity income that would have 
resulted from a single premium paid for 
TIAA-CREF Immediate Annuities on 
July 1, 1952 by a man aged 65. The pre- 


quire thet the equity investments be of 
the best available quality. The standards 
of quality and diversification are estab- 
lished and regularly reviewed by the Fi- 
nance Committee of the CREF Board of 
Trustees. 

The industries in which investments 
are made are selected for their impor- 
tance in the economy and for their fav- 
orable long-term prospects. The compa- 
nies within each industry are chosen for 
their sound management, research activ- 
ity, growth in earnings and dividends, 
position in the industry, financial 
strength, and product development. Spec- 
ulative situations are avoided. Changes 
are made whenever the prescribed stan- 
dards are no longer met. Many stocks 
not currently purchased are constantly 
being studied and new names are added 
to the purchase list whenever appropri- 











\s r mium paid to TIAA is assumed to be ate. 
in fol he annuity unitt has been valued as large enough to purchase an annuity of As of July 1, 1957, the common stock 
| 4s 0 OWS: 
ly 
| % oe 
| ° | , *See deseriptive articles in TRUSTS AND ESTATES: TABLE II 
PN Johns: n, “A Safe Retirement Income?,” Jan. 1955, 
. | lg = “Variable Annuity in Action,” Mar. Amount Payable Monthly Beginning August 1, 1952 
% 956, p. 244. 
4 Accumulation unit value changes monthly and Annual Year Guaranteed TIAA TIAA Variable CREF Total 
Zs ~ based on market price of common stocks in May through April Income + Dividends + Income = Monthly Income 
| 4 und. Monthly unit value multiplied by number a ‘ 4 
| AVA of unit owned determines total current value of 1952-1953 $100 $0 $1 13.95 $213.95 
oe | | Ptcipant’s accumulation units. 1953-1954 100 6.19 107.80 213.99 
4% | ‘ TAt etirement, accumulation units are con- 1954-1955 scshetatatiedneniaoeseaam 100 5.98 122.38 228.36 
ls ) ag re life —. consisting of annuity 15-193 100 5.78 160.78 266.56 
ig 8, which are changed in value once a year. : 
05,9 | Dollar amount of annuity check is determined by 1956-1957 100 6.47 210.92 317.39 
Lhd 7 ap _of annuity units multiplied by their cur- 1957-1958 o--------------- 100 6.47 192.35 298.82 
——— Vaiue, 
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list comprised holdings in 63 companies TABLE III. CREF COMMON STOCK HOLDINGS 
























































(see Table III). Gross yield on cost is (As of June 28, 1957) 
3.95%, on market 2.94%. Total Average Market 
Shs. Issue Costt Cost Valuet 
The wide diversification of pooled Oil (20.40) * 
funds among companies and industries fg re ‘omy ‘ea Bee care $ 651,668 100.26 $ 867,750 
3 Ye or yi am ontinental Oi _ peeeete. con ae. eee 764,942 42.03 1,183,000 
permits the individual CREF participant 8,200 Gulf Oil Corp. 645,123 78.67 1,182,850 
to share in the ownership of a consider- ae ray i Co. 453,748 4281 802,950 
. ‘ . : eR Tet. 682,092 53.71 1,095,375 
able variety of productive enterprises 7,700 Socony Mobil Oil Co. 420,131 54.56 463,925 
representing many fundamental phases 15,700 Standard Oil (Cal.) 599,977 38.22 879,200 
f th ; The j f th 13,800 Standard Oil (Ind.) 622,050 45.08 729,675 
or t e economy. ne importance ot the 25,800 Standard Oil (N.J.) 957,645 37.12 1,702,8C0 
selection of sound industries and strong 15000 Texas Co, —. 700,230 46.68 1,072,500 
and progressive companies is paralleled Chemical (14.79) 
> 10,400 Allied Chem. & Dye Corp. —...........-.....- $ 919,639 88.43 $ 915,209 
by the importance of regular purchase 23,400 Dow Chemical Co. _.............. ... 1,163,776 49.73 1,512.225 
of such stocks day by day, month by 7,500 E. I. du Pont de Nemours ... 1,156,885 154.25 1,443,750 
: 4 6,000 Hercules Powder Co. .......... 246,585 41.10 253,500 
month, and year by year. Purchases 14,000 Hooker Electrochemical Co. = 539,146 38.51 465,500 
made at almost all levels of common 28,500 Monsanto Chemical Co, -.......... 969,350 34.01 1,086,562 
diel prices permit the “ironing out” of 13,000 Union Carbide Corp. ...-.._-......__ 1,207,643 92.90 1,556,750 
market price fluctuations. There is no at- — wid res 
ee oy 17,000 merican Gas lectric Co... $ 507,078 29.83 $ 618,375 
tempt at guessing at market maamng. 16,200 Central & South West Corp. —.......... 511,235 31.56 609.525 
Stress is placed on furthering participa- 12,200 Cleveland Elec. Illuminating —.... 414,552 33.98 462,075 
2 : : 10,100 Consumers Power Co. -........... _ 445,942 5 57,025 
| d | t icieas R 44.15 457,025 
tion in ong-term evelopments in “AAmer- 9,200 Florida Power Corp. —...... on 445,882 48.47 478,400 
scan’ business and industry. 12,400 Florida Power & Light Co... 473,704 38.20 601,400 
’ 12,800 Houston Lighting & Power Co. __.... 495,226 38.69 716,800 
16,900 Illinois Power Co. ee 5, Rect 424,010 25.09 498,550 
CREF’s Future —_ rae Service of Colorado . 405,321 39.74 428,400 
i ublic Service of Indiana ae 396,937 37.45 380,275 
( Nees : 23,700 Southern Co. tie acest lec wtascachshe bass Seicioies 447,621 18.89 568,800 
Seventy years of past U. S. economic yi je a ago Co. 522,067 32.63 696,000 
4 ie - js : 7 nited Gas Corp. piece a eeccigs 358,774 31.20 405,375 
history indicate that the — — 24,900 Virginia Elec. & Power Co. ere Wma eee oe 449,081 18.04 585,150 
CREF annuity income wou ave work- Retail Trade (1.25) 
ed well had it been in effect. For the 23,200 Sears, Roebuck & Co. 2---eeceeoen--- $ 609,487 26.27 $ 609,000 
future, these same principles open the Building (5.26) 
door of future retirement income based 13,600 Lehigh Portland Cement Co. ........... $405,821 29.84 $ 498,100 
‘ ‘ 5,900 National Lead Co. _.. - im 527,403 89.39 767,000 
on the experience of a group of careful 7,300 Pittsburgh Plate Glass Co... ‘515,296 70.59 581,262 
ly selected enterprises. The accomplish- 11,900 Va. CtéC 43.28 og 
ments of American workers, investors Electrical Equipment (5.50) 
and consumers are thus linked in a new — —— Electric Co... $1,067,276 45.61 $ 1,602,900 
7 Fi : 0,200 i lis-H "eee ee 5,87 
a8 important way ‘a: hie vekiveenent in- inneapolis-Honeywell _ 605,871 59.40 1,086,300 
comes of those who, though no longer See Om 
9 ; P 22,900 General Motors Corp. - time Ss 32.06 $ 984,700 
active workers, are still investors and 8,100 Libbey-Owens-Ford Glass Co. ees 533,965 65.92 633,825 
consumers and require an income pre- Office Equipment (6.17) 
served from depreciation. 7,040 Internat’l. Business Mach, —...... - $ 1,053,497 149.64 $ 2,330,240 
10,500 National Cash Register — 447,214 42.59 687,750 
Although there has certainly been no Non-Ferrous Metal (4.85) 
perfect correlation between common po por aalcay ng ee agement $ 607,575 31.32 $ 936,050 
\e . am a uminum Co. of America _. re 554,648 64.49 821,300 
stock prices and the cost of living, as 5,600 Kennecott Copper Corp. ..................... 600,379 107.21 615,300 
the years 1953 to 1957 have demon- Paper (3.74) 
strated, there is a correlation sufficiently 6,700 Crown Zellerbach Corp. 20.0. $ 374,797 55.94 $ 360,962 
valid over longer periods of years to sug- ao scr “aan — Lg aR eaGeaeaea ae popes a 
: ‘ i co per Co, ... ; 49.83 631,8 
gest that CREF will be successful in aeoren — 
2 4 fi i y Z ontainer (2. 
meeting its objec tire- ‘ 
8 ™ J ctive of helping retire 14,100 Continental NOM G5 RS Re 38.21 $ 659,175 
ment income adjust to changes in the 8,000 Lily-Tulip Cup Corp. <2... 423,850 52.98 506,000 
dollar’s purchasing power. Ultimately, Food (2.39) 
CREF’s success lies in the hands of the sen neta a wonvvnevoesmnnreneneoormnnee $ 657,223 39.59 $ 734,550 
j ; t co 5 5 
dynamics ie ©. & eames. ational Dairy Products Corp. —..._.. 474,495 35.95 437,250 
. Steel (3.02) 
~ ae ’ R 9,200 Armco Steel Corp. $ 473,405 51.46 $ 527,850 
: CREF ha given a new — of er 16,200 Bethlehem Steel Corp. 2. 625,463 38.61 789,750 
ity to educators contemplating retire- 2,300 Oe Ee aac 149,291 64.91 157,550 
ment. Too often in the past an attractive Tire & Rubber (2.93) 
retirement income lost so much purchas- | Laon $ 668831 59.19 $= 867,275 | 
. o . , i R 3 
ing power as the retirement years passed rentindeepeieeaane — ~— ss 
that the tresult was bare subsistence. 000 ren me a, $ 
c “ Mierpuer, 2racter Ue... 245,915 91.08 244,350 
CREF offers real hope that retired col- 11,500 Corning Glass Works _. 646,505 56.22 . 1,075,250 
lege teachers will not be so vulnerable 10,100 Eastman Kodak Co. __... 679,500 67.28 1,113,525 
h ff : f ; 5 x as 13,900 Minnesota Mining & Mfg. Co. . 592,205 42.60 1,245,787 
to the effects of inflation. This is the es- 2,340 Outboard Marine Corp. eh 64,076 27.41 82,192 
sence of the quiet revolution in pension 10,100 Procter & Gamble Co. 452,709 44.82 477,225 E 
planning that has occurred in the field 791,480 GRAND TOTALS $36,464,862 $48,913,520 & 
. . i 
of education during the last five years. *Percentage of total market value of Fund, +Figures rounded to nearest dollar. 
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USE OUR EXPERIENCED TRUST ORGANIZATION TO ASSIST YOU 


— ANCILLARY ADMINISTRATION of California assets in estates of non- 


resident decedents. Fees as per statute. 


—HOLDING TITLE to Southern California real estate with or without the 


added duties of management. Reasonable fees to be fixed by agreement. 


— SERVICING of real estate loans in Southern California for Banks and 
Insurance companies. Reasonable fees to be fixed by agreement. 


—— SECURING APPROVAL of current trust accountings from beneficiaries resid- 
ing in Southern California. We are happy to do this without charge. 


COMPLETE TRUST SERVICE FOR INDIVIDUALS AND CORPORATIONS 


California Bank 


629 SOUTH SPRING STREET - LOS ANGELES 54, CALIFORNIA 
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FPRA Holds Regional Meeting 
in Detroit 


Business Development, Advertising, 
Corporate Philanthropy and Stockholder 
Relations were discussed by a panel of 
national officers of the Financial Public 
Relations Association at the regional 
conference held in Detroit on May 20 
and repeated in Colorado Springs May 
22. The Trust Clinic at the Detroit ses- 
sion was conducted by Kenneth Haefele, 
vice president and trust officer, Genesee 


County Savings Bank, Flint. 


Personal solicitation is the backbone 
for good bank business development and 
conservation, John L. Chapman, FPRA 
treasurer and vice president of City 
National Bank & Trust Co., Chicago, 
told the conference. Smart management 
sees that its organization is a selling 
organization. A sales manual may be 
prepared for the contact people of the 
bank, with each service explained on a 
left hand page and leads for selling that 
service on the opposite right hand page. 
A realistic schedule of officer sales calls 
should be established, and each officer 
given a half or a full day each week 
to make calls. A goal may be better 
than a quota, as it may avoid the error 
of quantity rather than quality, but each 
officer should know in advance his share 
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in the calling program. Prior to calling 
he should learn all he can about the 
customer (or prospect), the history of 
his account, the services he uses, and 
should try to relate to the prospect the 
benefits he or his company would enjoy 
by further use of one or more services. 
Ask for the business, and ask for more 
business. 


For records of calls, the speaker sug- 
gested a simple sheet in each customer’s 
file headed “Business Development 
Memorandum.” After each call the of- 
ficer dictates a brief description of what 
happened and what was the result and 
initials it. A special tickler file reminds 
officers when future calls are to be made, 
and carbon copies of call reports 
can be stapled and circulated among the 
officers each week, possibly leading to 
beneficial suggestions, and in any case 
educating more officers about more cus- 
tomers. 


Any bank will get its money’s worth 
out of advertising from the day it 
starts investing in advertising that sells 
an idea, a product or a service, Reed 
Sass, FPRA third vice president and 
vice president of Fort Worth National 
Bank, asserted. While one can’t assess 
the dollar valuation of goodwill, under- 
standing and knowledge, we do know 
that individual officers and employees 
with good personality represent value to 
the bank. Advertising interprets cor- 
porate personality. Furthermore, in a 
campaign to sell safe deposit box 
rentals, for example, the gain to the 
bank is not measured in box rental 
alone, but also in terms of other ser- 
vices which these customers may use. 
The final and conclusive proof of ad- 
vertising’s value is determined by long 
range study, by a comparison of gross 
and net profits over a period of time. 
“Advertising is a common sense invest- 
ment in a form of selling that has con- 
tributed more toward this nation’s suc- 
cess in reaching the highest pinnacle of 
mass production, sales and consumption 
of goods and services than any other 
single factor.” 


There are three impelling reasons for 
bankers to have some knowledge of 
corporate philanthropy, E. T. Hetzler, 
FPRA second vice president, and vice 
president of Bankers Trust Co., New 
York, said in his address on this sub- 
ject. They are: 1. What the bank gives 
is the stockholders money and must be 
handled wisely; 2. This area is growing 
in importance to customers; and 3. What 
and how the bank gives has great im- 
portance in the eyes of the community. 
Taking a page from the experience of 


industrial friends and customers, the 
speaker offered specific suggestions: Al- 
ways approach the problem in a spirit 
of enlightened self interest; Try not to 
be a target but to take the initiative; 
Don’t be stampeded by the good cus. 
tomer approach; Organize the flow of 
requests through one focal point to pro- 
vide similar treatment for all and as. 
sure that experience is built up in one 
place in the bank; and When the opera. 
tion is spread through a number of 
branches, set limits for the local mana. 
gers as to both amounts and types of 
donations. 


Within the bank, the speaker said, it 
is well to have a contributions commit- 
tee, a written policy, and a_ budget 
broken down into the general classifica- 
tions for giving. 

Good stockholder relations should be 
maintained by banks not only because 
they own the bank, but also because the 
bank needs them for their business po- 
tential, their community goodwill and 
their political goodwill, Orrin H. Swayze, 
FPRA first vice president and executive 
vice president of First National Bank, 
Jackson, Mich., told the audience. Only 
those who have a part in management 
have interest in management. To estab- 
lish and maintain such good relations, 
a personal record of stockholders might 
be set up — who they are, what their 
business is, their various relations with 
the bank, and even an appraisal of what 
they are capable of doing for the bank. 
Management should take cognizance of 
the changes in their stock holdings with 
the finest letters that can be written, 
or by personal calls from top manage- 
ment officers or directors. Finally, the 
annual meeting and annual report to 
stockholders should be made interesting. 

a & 2 
PAYNE ELECTED VICE PRESIDENT 
OF KENNEDY SINCLAIRE 

Lawrence W. 
Payne, director of 
the Trust Sales and 
Estate Planning 
Department 
of Kennedy Sin- 
claire, Inc., has 
been elected a vice 
president. He has 
been with the firm 
since 1942. The department which he 
heads aids in developing trust represen- 
tatives for customer banks. 

Mr. Payne studied banking and finance 
at the Wharton School of the University 
of Pennsylvania. His experience includes 
work in the bond department of a Kan- 
sas bank, selling life insurance, and as- 
sociation with Estate Planning Corpora- 
tion & Fiduciary Counsel. 
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By RALPH R. NEUHOFF 








Ralph R. Neuhoff 
is a practicing attor- 
ney and senior part- 
ner in the firm of 
Neuhoff & Schaefer 
of St. Louis, Mis- 
souri, where he has 
practiced law for the 
past forty years. He 
has been for prac- 
tically his entire pro- 
fessional career on the faculty of Washington 
University’s School of Law, teaching tax- 
ation. 














CLASS 41: POWERS OF TRUSTEES—SALE 


A power to sell given to a trustee in its fiduciary 
capacity should always indicate the purpose for which 
sale may be made. It is better to spell this out than to 
leave it to inference, although a power would no doubt 
be upheld where the purpose could be clearly inferred 
from the other portions of the will. It will probably be 
assumed that a testator will not grant an unlimited 
power of sale to a trustee unless that trustee happens to 
be a beneficiary as well and the testator is using this 
indirect means of enlarging the estate granted to the 
beneficiary. See, for an example, Busch v. Rapp, 63 SW 
479, 23 Ky. L. 605. 

Therefore, the scope and effect of a power of sale 
given to a trustee in its fiduciary capacity are to be 
determined from the will, and a power of sale without 
stating the purpose would probably be either nugatory 
or limited by construction to what was clearly necessary 
for the purposes of the trust. See generally 72 C.J.S. 
title “Powers” Sec. 25. If the trustee is to be authorized 
to sell on credit, this should be stated as otherwise the 
trustee may be limited to sales for cash, excepting pos- 
sibly in special circumstances. 

Any species of self-dealing or cross-dealing between 
trusts should, as a precaution, be especially author- 
ized if it is contemplated. See, however, Re Estate of 


_ Henry Binder, 137 Ohio St. 26, 27 NE2d 939, 129 
_ ALR 130 to the effect that where a corporation or indi- 


vidual acts for several trusts, the law does not prevent 
transfer from one trust to the other where trustee has 
no beneficial interest in securities transferred. See also 
annotation, “Authority of common trustee to transfer 
securities from one trust to another by purchase and 
sale,” 129 ALR 150. Note that where dealings between 


General power to sell, etc., for specified 
purposes 


41.1 


The TRUSTEES of every Trust created under or by this Will 


) shall have power at any time, either by public offering or 


private negotiations, and from time to time, and for such 


} price and on such terms and conditions and with such se- 


curity for deferred payment as to them may seem reasonable, 
to sell, exchange, lease, pledge, mortgage, assign, transfer, 


| or otherwise dispose of, any part or all of any personal prop- 
) ‘tty, and any part or all of any real property belonging to 


the Trust, for any one or more of the following purposes, to 


) Wit: (|) to make payments out of corpus where authorized 


a 





*The first edition of Mr. Neuhoff’s will clause system, pub- 
lished ten years ago, met with wide success and the many 
requests for a revised edition have led to a completely rewrit- 
ten ind expanded version. Major chapters are being pub- 
lished serially in Trusts aNp Estates, and the entire system 


will be published by us in book form later. Editor’s Note. 
ee 
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two trusts are contemplated the authorization should 
appear in both trusts. 

The Internal Revenue Code has cast a cloud over the 
desirability of clauses which authorize, for example, a 
trustee or a board of trustees to deal with one of the 
trustees individually. In this connection see discussion 
of implied powers of appointment in introduction to 
Class 40. For example, a trustee should not be given 
authority to sell to or buy from himself individually at 
any price, except the fair market value, lest this be 
deemed a power to appoint in his own favor. See No. 
41.3. 

The reason that cross-dealing clauses are favored and 
sometimes almost essential is that they permit marshal- 
ling of the resources of the family in order to meet large 
demands such as the Federal Estate Tax. For example, 
life insurance proceeds payable to a separate trust or 
an individual may in this way become available without 
forfeiting estate tax exemption. Utilizing a corporate 
fiduciary may solve the difficulty. 

If it is intended that the trustee’s power to sell realty 
is to survive the termination of the trust, such inten- 
tion should be clearly indicated, lest the power be 
deemed to end with the trust. Where the instrument is 
not definite the basic inquiry seems to be the intention 
of the testator. Re Will of Mary E. Jones, 306 N.Y. 197, 
117 NE2d 250, 43 ALR 2d 1095, and Annotation, “Power 
of sale given trustee by will or trust instrument as sur- 
viving termination of trust.” If the power is intended to 
or may be construed to survive, consideration must be 
given to the possibility that the rule against perpetui- 
ties may be violated. Here is an instance where an over- 
all limit on the duration may be of value. See Class 27. 


by this Will; (2) to change the investment; (3) to raise 
money to pay any taxes, assessments, judgments, liens or 
benefits at any time imposed by or in accordance with law 
upon any of the real or personal properiy belonging to said 
Trust; (4) to raise money where necessary or convenient in 
carrying out any purpose of the Trust. The purchasers or 
other disposees of such property shall not be concerned with 
the application by said TRUSTEES of the proceeds of such 
transactions. 


Note: The last sentence exonerating purchasers from fol- 
lowing proceeds is highly desirable. Presumably the foregoing 
clause does not permit a trustee to dispense with security on 
a credit sale. If it is desired to permit such sales, insert after 
the word “reasonable” “or with no security except the per- 
sonal credit of the purchaser.” In no event should security be 
dispensed with if “cross-dealing” or “self-dealing” is author- 
ized. Consideration should be given to whether power to mort- 
gage or pledge should be eliminated. Power to grant options 
was intentionally omitted. See No. 37.6 for a power to grant 
options. Trustees ordinarily would not have implied power to 
grant options. See No. 41.10 for a substitute for the last sen- 
tence. 
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Sale to life insurance trust, etc. — price 
not limited 


41.2 


In exercising the powers of sale hereinabove described, 
my EXECUTORS and the TRUSTEES of said Trust shall have 
authority to sell to the TRUSTEES of any Life Insurance Trust 
which I may have created during my lifetime, whether be- 
fore or after the execution of this Will, or to my wife or my 
son, any asset of my estate, or of said Trust, as the case may 
be. Such sales may be upon such terms and conditions, and 
with such security for deferred payments, or with no secur- 
ity, and for such price as said EXECUTORS or TRUSTEES may, 
in their discretion, determine, and such discretion may be 
exercised regardless of the fact that one or more of the 
EXECUTORS or TRUSTEES so exercising such discretion may be 
the same person who is at said time serving as a TRUSTEE or 
COTRUSTEE of such Life Insurance Trust, or who is individ- 
ually the purchaser. 

In like manner, TRUSTEES of the Trust created by this Will 
shall have authority to purchase from any such Life Insur- 
ance Trust, or from my wife or my son, assets owned by said 
Life Insurance Trust, or by my wife or my son, whether or 
not they are of a character which said TRUSTEES would other- 
wise be authorized to purchase, and, in such event, said 
TRUSTEES, in making such purchase, shall have the same dis- 
cretion to fix the price, terms and conditions of said sale, and 
security for deferred payments, as above mentioned in the 
case of a sale from said TRUSTEES to said Life Insurance 
Trust, or to my wife or my son, and the said discretion may 
also be exercised by said TRUSTEES in making said purchase 
regardless of the fact that one or more of said TRUSTEES may 
be at the same time acting as TRUSTEE or a COTRUSTEE of 
said Life Insurance Trust, or shall be individually the seller. 


Note: The discretion to fix the price and waive security for 
deferred payments may result in the two trusts being con- 
sidered as one. If this is objectionable for estate tax purposes, 
as where the life insurance is exempt, then the sale should be 
required to be at the market price with full security for de- 
ferred payments. See introduction to this Class with respect 
to implied powers of appointment and No. 41.3. 


Sale to other trust, etc. — limiting discretion 
as to price 


41.3 


In exercising the powers of sale hereinabove described, 
my EXECUTORS and the TRUSTEES of said Trust shall have 
authority to sell to the trustees of any trust which I may 
have created during my lifetime, whether before or after the 
execution of this Will, or to any trust created by my said 
son, or to my said son or his said wife individually, any as- 
set of my estate or of said Trust, as the case may be. Such 
sales may be upon such terms and conditions and with such 
security for deferred payments, and for such price as said 
EXECUTORS or TRUSTEES may determine to be the fair and 
reasonable market value thereof, which shall not be less than 
is readily obtainable elsewhere, regardless of the fact that 
one or more of the EXECUTORS or TRUSTEES making said sale 
may be the same person who is at said time serving as a 
TRUSTEE or COTRUSTEE of such trust created by me during my 
lifetime, or of such trust created by my said son or who is 
individually the purchaser. 

In like manner, TRUSTEES of the Trust created by this Will 
shall have authority to purchase from any such trust created 
by me during my lifetime, or from any trust created by my 
said son, or from my said son or from his wife individually, 
assets owned by said trusts or persons, and in such event my 
said TRUSTEES in making such purchase shall have the same 
authority to fix the price, terms and conditions of said sale, 
and security for said payments as above mentioned in the 
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case of a sale from my said TRUSTEES to said other trusts or 
persons and such discretion may be thus exercised by iny 
said TRUSTEES in making said purchase regardless of the fact 
that one or more of said TRUSTEES may be at the same time 
acting as TRUSTEE or COTRUSTEE of said other trusts or shall 
be individually the seller. 


Note: If it is essential that there be no merging of values 
for tax purposes and no implied power of appointment, it 
would be wise not to grant the usual discretion. Even the fore- 
going clause might be dangerous if the will contains a broad 
exoneration clause such as No. 49.3. 


41.4 


My wife shall not be disqualified in any manner from 
renting or purchasing any property of the trust estate at its 
fair market value by virtue of the fact that she is a TRUSTEE 
or beneficiary thereof. 

Note: See Note to No. 41.3 on exoneration clause. 


Simple authority to purchase at market value 


41.5 


It shall be no impediment to such sales that they are made 
to any trust estate which I may have created during my life- 
time, as for instance, a life insurance trust, or to any trust 
estate created by my mother, A, and this, regardless of 
whether one or more of the TRUSTEES in the Trust under this 
Will be the same person or persons as one or more of the 
trustees under such other trust. Nor shall it be any impedi- 
ment that such sales are made to my wife, B, regardless of 
the fact that she may be serving as a TRUSTEE hereunder, pro- 
vided that any such sales shall be at fair and reasonable 
prices as determined by said TRUSTEE and not less than are 
readily obtainable elsewhere. 


Note: See introduction to this Class for possible tax disad- 
vantages of any clause that allows cross-sales at “discretion- 
ary” prices. 


Sales at fair and reasonable prices 


Cross-dealing between trusts and decedent’s 


estate only 41.6 


In carrying out the provisions of this Will for the sale of 
any real or personal property, the TRUSTEES of any Trust 
created hereunder or the EXECUTORS hereof, as the case may 
be, may sell any such property to the TRUSTEES of any Trust 
created hereunder or created by me during my lifetime; and 
said TRUSTEES are also authorized to purchase from my 


EXECUTORS or the TRUSTEES of any such other trust, any part | 


of the assets of my estate or such trust, regardless of whether 
the assets so purchased are of a kind which the TRUSTEES 





hereunder would otherwise be authorized to purchase. Said [ 
sales and said purchases may be made and the price fixed in 
the discretion of said TRUSTEES or said EXECUTORS as being f 
fair and reasonable regardless of the fact that one or more 
of said TRUSTEES hereunder or my EXECUTORS or EXECUTOR [ 
may be the same person or persons as the TRUSTEES of said 


other Trust. 


To carry out option granted 


Clause Eight of this Will, to sell all or any part of the shares 
of stock in the... Company (as now or hereafter 
constituted) to which my said son A would be entitled, to 
my said sons, B and C, at the termination of the Trust cre- 
ated by Clause Four of this Will, provided that either or both f 
of my said sons desire to exercise the option to purchase said f f 
stock as set forth in said Clause Eight. | 


11.8} . 


After the termination of the Trust provided for by Clause . 
Three of this Will, but not after the termination of the Trust| 


Sales after termination of a certain trust 


TRUSTS AND Fs raTES 


41.7 . 


: 
Said TRUSTEES shall also have the power as set forth inf 


pro 
by 

exc 
affa 
asse 
saic 
wist 
win 


the 


Clat 
ties. 
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provided for the descendants of any deceased child of mine 


a Sales after any trust terminates, excepting 
ay by Clause Five of this Will, the TRUSTEE shall have not to marital trust, etc. 41.9 
act exceed twelve months thereafter within which to wind up the After the termination of any Trust created by this Will 
me (§ aflairs of said Trust and to effectuate the transfer of said except the “Marital Trust” and except the Trusts provided 
all assets to the persons entitled thereto, and during said period for the descendants of any deceased child of mine by Clause 
said TRUSTEE shall have power to sell at private sale or other- of this Will, the TRUSTEE of any such Trust shall 
: A ° eee arena ’ 
ies [J wise dispose of the same when necessary or convenient in have not to exceed twelve months thereafter within which to 
it ie . ° . ha . . ° 
Bs winding 7 ni lgprs - turning over said Trust assets to wind up the affairs of said Trust and to effectuate the trans- 
we the persons entitled thereto. 


Note: This clause was not extended to the trust under 
Clause Five because it might violate the rule against perpeuti- 


fer of said assets to the persons entitled thereto; and during 
said period said TRUSTEE shall have power to sell at private 


1.4 ties. It is not suitable for a “Marital Trust.” sale or otherwise dispose of the same when necessary or con- 
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venient in winding up said Trust and turning over said Trust 
assets to the persons entitled thereto. 


41.10 
No person dealing with the TRUSTEE shall be under any 


Non-inquiry by purchaser 


obligation to make any inquiry concerning the propriety of 
the action of the TRUSTEE in behalf of the Trust estate or be 
concerned with the application of any payment made to the 
TRUSTEE. 


CLASS 45: COMPENSATION OF TRUSTEES 


The compensation of a named fiduciary should be dis- 
cussed with it when the will is drawn. Inasmuch as the 
law and custom vary widely from state to state and even 
locally, the following clauses are merely illustrative. 
Where the compensation is to be determined by a rela- 
tively simple calculation it should probably be incorpo- 
rated in the will, but where, as is sometimes the case, 
the calculation is based on a sliding scale it may sim- 
plify matters to refer to the published schedule of a 
corporate fiduciary in effect on a certain date. See No. 
45.2. 

Sometimes the compensation is a flat percentage of 
the market value of the estate, as in No. 45.1. This could 
lead to complications where the market value is not eas- 
ily ascertainable. 

If one or more individuals serve as cotrustees with a 
corporate fiduciary, it will probably be necessary to 
specify the minimum compensation payable to the cor- 
porate fiduciary even though this results in unequal 


45.1 


The TRUSTEE shall be entitled to receive as compensation 
for all its services as TRUSTEE under said Trust a sum equal 
ae per cent semi-annually, of the market value 
of the Trust estate, payable on June 30th and December 
31st of each year. 


A percent of market value 


45.2 


Said TRUSTEES of every Trust hereunder shall receive as 
compensation for their services the same amounts as are 
provided by the schedule of fees published by the —_____ 
Trust Company, in effect at the date of the execution of this 


Will. 


Note: If individuals may be trustees, they would receive 
under this clause the same compensation as the corporate 
fiduciary’s schedule calls for. 


Reference to published schedule 


Individual rate specified — corporate rate 
as published 45.3 
Said TRUSTEE shall receive as compensation for her ser- 

vices hereunder —__._.. per cent (_..%) upon the gross in- 

come accruing each year to the Trust estate and per 
cent (_...%) upon the fair market value of the principal of 
the Trust estate as and when the same is disbursed or dis- 
tributed, free from trust, provided, however, that in the 
event a corporation shall become a TRUSTEE hereunder, it 
shall receive compensation for its services according to the 
schedule of charges published by the Trust 

Company in effect at the date of execution of this instru- 

ment. 


45.4 


Where a corporate TRUSTEE is serving as a TRUSTEE or CO- 
TRUSTEE, the corporate TRUSTEE shall receive compensation 
for its services according to the schedule of fees published by 
such corporate TRUSTEE in effect at the date of the execution 
of this Will, and while the corporate TRUSTEE is serving as a 
COTRUSTEE with an individual TRUSTEE, said individual TRus- 
TEE shall receive no compensation. 

Note: Presumably the provision that an individual cotrustee 


No compensation to individual while cotrustee 
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division. Some testators prefer in such cases to aug- 
ment the total amount paid, as in No. 45.7. 

Since tax advantage may dictate whether or not an 
individual claims or waives his compensation in a fam- 
ily trust, it may be well to state that such waiver will 
not automatically increase the compensation of another 
individual trustee. See No. 45.11. 

If annual compensation is determined by reference 
to capital, consider whether to provide that it shall 
nevertheless be deducted from income in the trust 
accounting. Presumably it would be so deductible with- 
out an express provision. Present federal income tax 
law provides that the income beneficiary receives the 
benefit of allowable deductions which, for purposes of 
the fiduciary’s accounting, are chargeable to the prin- 
cipal account rather than to income account. See Mer- 
tens, Law of Federal Income Taxation, Code Commen- 
tary, Section 643:5 and footnote 5, and I.R.C. Section 
273 and 643(b). But the situation may change. 


with a corporate fiduciary shall receive no compensation is 
valid. See Annotation, “Validity and effect of provision in will 
limiting amount of fees of executor or trustee,” 161 ALR 870. 


Compensation of corporate trustee to be per 
schedule in effect at time of service 45.5 


Where a corporate TRUSTEE is serving as a TRUSTEE or CO- 
TRUSTEE, the corporate TRUSTEE shall receive compensation 
for its services according to the schedule of fees published by 
such corporate TRUSTEE in effect at the beginning of the 
period for which such charge is made, or, in case of distri- 
bution of corpus, in effect at the time of such distribution, 
and while the corporate TRUSTEE is serving as a COTRUSTEE 
with an individual TRUSTEE, said individual TRUSTEE shall 
receive no compensation. 

Note: See comment appended to No. 45.4. 


Schedule incorporated in will 45.6 


At any time when a corporate fiduciary is serving as a 
TRUSTEE its compensation shall be determined as follows: 
(Here insert the corporate fiduciary’s rate schedule.) 


Increase of total fees where there is a corporate 


cotrustee 45.7 

Except as increased by reason of the provisions set out 
below (applicable when there is a corporate TRUSTEE) said 
TRUSTEES shall receive as compensation for their services 
hereunder _....... per cent (__. “% ) upon the gross income 
received each year by the Trust estate and 
( .. %) upon the fair market value of the corpus of the 
Trust estate as and when the same is disbursed or distributed. 
In case there are two COTRUSTEES serving, said compensa 
 L Gee eta per cent (___%) shall be equally divided be- 
tween them, except that the Trust Company while serving 4s 
COTRUSTEE shall receive three-fifths (3/5) of such compensa- 


per cent 


a per cent (___.%), provided, however, that 
said Trust Company in no event shall receive less than an 
amount equal to the fuli _.______. per cent (___ %) fee on the 


annual gross income of the Trust estate up to FOUR '0U- 
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SAND DOLLARS ($4,000) and on principal disbursements up 
to ONE HUNDRED THOUSAND DOLLARS ($100,000), or less than 
| rae DOLLARS ($.........) per year as its minimum 
compensation. Each individual TRUSTEE, while serving with 
the corporate TRUSTEE, shall receive not less than _________ 
per cent (___.%) upon the gross income received each year 
by the Trust estate and __.______. per cent (___%) upon the 
fair market value of the principal of the Trust estate as and 
when the same is disbursed or distributed free from trust, 
and if the amount of said compensation computed as afore- 
said, remaining for an individual TRUSTEE serving with a 
corporate TRUSTEE, shall be less than per cent 


(_...%) upon the gross income received each year by the 
Trust estate and per cent (___.%) upon the prin- 
cipal of the Trust estate as and when the same is distributed, 
then the compensation of said individual TRUSTEE shall be 
augmented to equal said respective percentages, thereby in- 
creasing the total fees paid to that extent, but such increase 
shall not affect the amount received by said corporate TRUs- 
TEE. 


Note: Blanks in the first sentence will be filled in by using 
an amount equal to twice that used in the last sentence. 


45.8 


In any case where the identical person or corporation is 


W here same trustee serves in two trusts 














DIRECTORS 


Chairman 


| 
HENRY C. ALEXANDER | 
} 
H. P. DAVISON 
President 
ARTHUR M. ANDERSON | 
STEPHEN D. BECHTEL 


President | 
Bechtel Corporation 


BERNARD S. CARTER 


Cash on hand and due from banks........... $223,445,129 

PAUL C. CABOT United States Government securities......... 165,461,789 
President 2 as - - 

State Street Pte nsec Corporation State and municipal bonds and notes........ 27,223,270 


Other bonds and securities. ..........cecec0. on 


J. P. MORGAN & CO. 


INCORPORATED 
NEW YORK 


Statement of Condition June 30, 1957 


ASSETS 


15,822,247 





STUART W. CRAGIN 
Senior Vice-President 
RICHARD R. DEUPREE 


Chairman 
The Procter & Gamble Company 


CHARLES D. DICKEY 


Chairman, Executive Committee 


CARL J. GILBERT 
President 
The Gillette Company 


LONGSTREET HINTON 


Senior Vice-Prestdent 


NV. D. JAY 
Director 
Morgan & Cie. Incorporated 


DEVEREUX C. JOSEPHS 
Chairman 
New York Life Insurance Company 


THOMAS S. LAMONT 


Vice-Chairman 
R. C. LEFFING WELL 
L. F. McCOLLUM 


President 
Continental Oil Company 


JOHN M. MEYER, JR. 


Senior Vice-President 
JUNIUS S. MORGAN 
ALFRED P. SLOAN, JR. 


Honorary Chairman 
General Motors Corporation 


JAMES L. THOMSON 
Finance Committee 
Hartford Fire Insurance Company 


GEORGE WHITNEY 
HENRY S. WINGATE 


President, The International 
Nickel Company of Canada, Limited 











Banking house....... 


Undivided profits 


Chairman Loans and bills purchased...............0.4: 412,174,678 
Morgan & Cie. Inc ted 7 : - 
—— lain Accrued interest, accounts receivable, etc..... 8,108 ,744 
CHARLES 8, CHESTON Stock of the Federal Reserve Bank........... 1,800,000 
JOHN L. COLLYER Investments in Morgan Grenfell § Co. 
’ _Chairman _ Limited, Morgan §& Cie. Incorporated, 
The B. F. Goodrich Company and 15 Broad Street Corporation........... 5,260,000 


Liability of customers on letters 
of credit and acceptances. ......ccccccccecs 


LIABILITIES 


Deposits: U. 8. Government ......cccccsscecece 


All other 


Accounts payable, reserve for taxes, etc... 


Acceptances outstanding and letters of 
credit issued 


Capital—S00j000 B8RGPOB. ... 6 cc csccsccsvicnces 
Surplus 


see ee mm mower er esas eeeeereseseseeesese 


United States Government securities carried at $41,449,467 in 
the above statement are pledged to qualify for fiduciary powers, to 
secure public monies as required by law, and for other pur poses. 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 





MORGAN §& CIE. INCORPORATED 
14, Place Vendéme, Paris, France 


MORGAN GRENFELL § CO. LIMITED 
23, Great Winchester Street, London E. C. 2, England 


$878,766,036 


3,000,000 


16,470,179 





$ 34,489,402 
710,710,311 
$772,830,953 
8,821,235 


16,927,554 
30,000,000 
30,000,000 
20,186,294 
$878 ,766,036 
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simultaneously serving in both said Trusts, then the compen- 
sation of such TRUSTEE shall not be greater than if all of 
said transactions were managed in one trust, and payments 
by the one trust to the other shall not be included in comput- 
ing the commissions of the TRUSTEE so serving in both trusts. 
But as to any TRUSTEE not serving in both said trusts, pay- 
ments of income from one trust to the other may be counted 
as income collections of the receiving trust for purposes of 
the commissions of such TRUSTEE serving in the receiving 
trust and not serving in the paying trust. 

Note: This applies only where one trust is directed to make 
payments to another trust. 
Limiting total compensation of trustee 45.9 


The compensation herein provided for the TRUSTEE under 
the-trust estate created by this will shall be deemed complete 
payment for all services which may be rendered by said 
TRUSTEE and said TRUSTEE shall make no charge for extra- 
ordinary services nor for investing or reinvesting assets of 
said trust estate. 


Division between individuals 45.10 


At any time when only individuals are serving as TRUS- 
TEES of any trust hereunder the compensation of said indi- 
viduals shall be divided equally among as many as shall be 
serving and shall be determined as follows: They shall re- 
ceive as compensation _....... (-.-%) per cent of the gross 
annual income collections of said trust, and upon termina- 
tion of said trust and final distribution of the corpus or on 
any partial distribution _..__._ (__.%) per cent of the fair 
value of the corpus at the time distributed. 


Waiver of compensation by individual 45.11 


An individual at any time acting hereunder as TRUSTEE or 





COTRUSTEE shall be under no obligation to claim compensa- 
tion for his services as said TRUSTEE, but his waiver or fail- 
ure to claim compensation with respect to any particular 
period shall be without prejudice to his right to claim com. 
pensation for a future period. In every case where compen- 
sation would, if claimed, have resulted in any particular dis- 
tribution of compensation as between the various individual 
TRUSTEES, the failure of one TRUSTEE to claim compensation 
shall not operate to augment the amount of compensation to 
which the other TRUSTEE or TRUSTEES are entitled. 


Trustees’ commissions on income 45.12 


I desire my TRUSTEES to charge a regular percentage, say 
Sesdctaentiare (_%) per cent, upon gross income as their com- 
pensation, rather than to base their charges from time to 
time upon specific sales and investments, which might result 
in great inequality of charge as between different years, and 
such regular charges shall be paid out of the income, and 
will, in my judgment, be sufficient to compensate my TRUS- 
TEES for their faithful services and attention to the adminis- 
tration of the trust estate. Provided, however, that a reason- 
able charge may be made as compensation for winding up 
said trust at its termination, not to exceed _. a pee 
per cent on the fair cash value of the assets turned over or 
distributed. 

(To be continued ) 





® Senior and junior students of the law schools of St. Louis 
University and Washington University recently participated 
in a will drafting contest sponsored by Security National 
Bank Savings & Trust Co., St. Louis. Two attorneys and a 
trust officer were judges who awarded in each school a first 
prize of $75 and a second prize of $25. 





The Personal Banking Department of The 
Northern Trust provides particular attention 
to the handling of the checking accounts of 
lawyers. An officer who has worked with at- 
torneys for years, and is thoroughly conver- 
sant with their banking needs, is ready to 
serve you at all times. This is a continuing 
relationship and extends to all areas of the 
Bank when helpful to you. 

Why not plan to open your personal check- 
ing account at The Northern Trust today— 
Mr. Harve H. Page, Second Vice President, 
Personal Banking Department, will be glad 
to see you and discuss with you whatever 
your needs may be. 


THE 





COM PANY 





Memo to busy lawyers... ee See 


NORTHE RN TRUST . hag 


Northwest Corner LaSalle and Monroe Streets 


Chicago, Illinois e Financial 6- 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Hawaiian Trust Company 
Moves to New Building 


Guns bristled in downtown Honolulu 
on Sunday, April 14, when Hawaiian 
Trust Co. moved more than $150,000,000 
of securities from its old offices to its 
new 8-story, air conditioned, $1.5 million 
building. 


The move, started at 7:45 A.M. and was 
completed in less than four hours, Dou- 
ble time locks were set at staggered 
times, a telephone line was kept open 
between the two buildings to report start 
and arrival of loads, and added protec- 
tion was afforded by 17 heavily armed 
police, a like number of armored car 
service men, and machine gunners lo- 
cated at strategic points along the route. 
The securities were packed in specially 
built steel-taped boxes. 

Safe deposit boxes had been moved 
on prior week-ends in sections, with ob- 
servers following each “nest” to certify 
that no box was tampered with or dam- 
aged. Each load was insured for $4.5 
million. Also 100 truckloads of furniture 
were transferred between the close of 
office hours on Friday and the opening 
on Monday morning. Department heads 
cooperated with vice president Peter Rus- 
sell to see that every piece was marked 
with the floor and exact spot where it 
was to go — and no last minute changes! 

What to throw away is as important 
as What to move, and L. Ashby Wills, vice 
president in charge of the Probate De- 
partment and supervisor of M-Day, called 
in the aid of the Company’s attorneys 
and the Territorial Bank Examiner’s 
Office to help make these decisions. A 
pensioned employee was hired back to 
spend eight months sorting old records 
to see what should be kept. 


Two weeks after moving the securi- 


ties, Hawaiian Trust Co. held Open 
House for thousands of visitors on a 
Sunday afternoon. Those who wished 





New Hawaiian Trust Co. building viewed 


from rounds of historic Iolani Palace, 


Honolulu. 


Juty 1957 








Trust department of Hawaiian Trust Co., Honolulu, on mezzanine floor, features newest 
in lighting and office arrangement, while columns, like stairway, carry out local flavor with 
colorful mosaics. 





were given guided tours. The Company 
now occupies the first two ficors, with 
the Trust and Probate Departments on 
the Mezzanine, and the penthouse and 
terrace reserved for luncheon and recre- 
ation facilities for the employees. Tinted 
glass is used in all windows that face 
the sun, 

The Company’s Investment Depart- 
ment is currently managing assets for 


more than 1,000 accounts, and Trust De- 
partment customers include not only 
residents of the Islands, but others scat- 
tered around the world from Ireland to 
the Malay Peninsula, Estate settlement 
problems have included such diverse 
activities as running a taxi service and 
spending three weeks in the backwoods 
of Maui collecting the assets of a de- 
ceased pig farmer. 








ONE Trust Department 
Serving THREE States 


Only The Bank of California can offer you 
the advantages of an inter-state banking system 
serving all three Pacific Coast states. 


Ancillary administration can be arranged through 
any of our offices in California, Oregon, and 
Washington—and each can draw immediately 

on the experience and facilities of the others. 


You'll find this tri-state ancillary service 
through one contact a definite aid to 
the efficiency of your service. 


THE BANK OF 
CALIFORNIA 


NATIONAL ASSOCIATION + INCORPORATED 1864 


San Francisco 
Berkeley 
Martinez 
Millbrae 
Oakland 
Portland 

San Leandro 
Seattle 
Tacoma 
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Trust Earnings and Expenses: New York, New Jersey 


ROFITS OF COMMERCIAL BANK TRUST 

departments in New York and New 
Jersey continued to increase in 1956, 
although not so rapidly as in 1955, but 
a larger proportion of banks showed 
losses on the operations of these depart- 
ments. According to the fourth annual 
survey of trust department earnings and 
expenses recently completed by the 
Federal Reserve Bank of New York, net 
profits after income taxes and allowed 
credits for deposits rose 21% during 
19562 At New York City banks the 
increase amounted to 22% and at banks 
outside the City to 13%. These increases 
reflected a rise in both the volume of 
trust business and in the scale of allow- 


1Based on trust department net earnings for 68 
banks that reported in both 1955 and 1956. 


able commissions and fees in New York 
State. 


The 1956 trust department survey in- 
cluded reports from 102 banks in New 
York, New Jersey, and Fairfield County, 
Connecticut,? with annual commissions 
and fees in excess of $10,000. Aggregate 
commissions and fees earned by the 
banks included in the survey were $92 
million in 1956, nearly 80% of the total 
amount of commissions and fees re- 
ceived by all banks in the area sur- 
veyed. The survey banks serviced about 
85,000 personal trust accounts and 
about 10,000 corporate trust accounts 
with outstanding bonds of over 15 
billion dollars. 


2Banks in Fairfield County, Connecticut were 
grouped with New York banks in Table I. Two 
mutual savigs banks in New Jersey were included 
with commercial banks in that state. 


Total income from trust operations of 
61 reporting banks outside New York 
City rose about 9% in 1956 while total 
expenses rose 8%. Net income after 
taxes but before allowed credits for de- 
posits from trust operations of these 
banks outside New York City rose nearly 
11%; after adjusting for deposit credits, 
net profits were up nearly 13% above 
1955 levels. A rise in commissions and 
fees from estates, amounting to over 
17%, or more than $400,000, was the 
most important factor contributing to 
their increased gross earnings. Income 
from pension and profit-sharing trusts 
expanded more rapidly than income 
from any other type of trust business, 
rising over 18% in 1956. In dollar 
terms, however, these accounts still 
provide the smallest share of income. 



























































TABLE I: Percentage Distribution of 1956 Trust Department Income, Expense and Related Items 
86 banks in New Jersey and New York State . 
14 New York City bank: 
outside New York City with pea dieey ora Piste: 
total commissions and fees of: | aah, Sees. 
Under $50,000 $50,000 - 100,000 $100,000 - 400,000 Over $400,000 | 
Item Trust departments with Trust departments with Trust departments with Trust departments with | 
T Under $1 million 
Net profits | Net losses*| Net profits] Net losses*}| Net profits | Net losses*| Net profits| Net losses*| $1 million & over 
Number of banks 16 25 4 8 16 11 4 et 2 9 - 
Per cent of total commissions and fees 
Commissicns and fees from: 
INE as oo 9 Sw se 8 60 8 37.2 30.0 63.9 24.6 31.5 23.9 27.0 6.7 6.6 
Pension and profit-sharing trusts .... 4.7 21 0.8 1.8 2.2 2.9 2.9 2.5 5.3 
DRPONAL STORES «6.6 6 0 te eee oe 43.4 46.2 23.1 42.0 42.6 40.9 34.9 18.5 19.5 
Personal agencies . .. 2+ -e«eseceee 13.7 19.2 10.6 25.6 17.9 28.2 24.2 | 37-5 22.3 
Corporate trusts. . 2. 2 0 6 2 ee we 0.1 had Q.1 1.3 0.7 0.2 0.5 | 7.8 4.0 
Gamporate agencies. «2... 2.6 tse eo 0.9 ie 1.5 4.7 5.1 3.9 10.5 27.0 42,3 
Meee. SRCUNS. 2 ee tee eee eee 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 1¢ 
| 
MOtR) OROOOEE Fo «0 se Be P 5-1 139.9 56.4 141.8 82.3 120.8 74.2 128.3 85.8 
Net earnings before taxes .......24.2-. 24.9 - 39.9 43.6 ~ 41.8 27.7 - 20.8 25.8 | - 28.3 14.2 
Income tax charges (-) or credits (+) me - 13.0 + 20.7 L723 + 18.1 - To Bae ee «, ast + 14.0 - te 
Trust department net earnings ..... 11.9 - 19.2 26.5 - 23.7 9.9 9.7 14.1 - 14.3 6.5 
Allowed credits for deposits. ..-.... 13.5 25.1 6.8 16.8 9.8 22.8 9.1 | 15.9 \ 
Trust department net earnings tie < 
(adjusted for deposit credits). ... 25.4 5.9 33.3 - 6.9 19.7 13.1 23.2 1.6 16.9 
Per cent of total expense 
Direct expense: ] 
Salaries and wages: 
DERRBOR. 0 & wis eb @ = 0 bana a 38.3 36.7 36.3 30.4 28.2 28.7 23.2 21.0 12.2 
Oe a ae ee ae ee ee 24.6 22.0 27.9 27-5 31.1 30.4 37-2 40.2 2.3 
Pensions and retirements 3.2 4.1 2.0 41 3-7 2.8 3.6 3.5 4.7 | 
Personnel insurance . .. +++ +++ 1.2 1.1 1.3 1.7 1.0 1.2 1.3 | 1.9 1.4 
Other expense related to salaries . 0.8 1.4 0.9 1.7 1.5 1.5 1.1 1.2 3-34 
Subtotal 68.1 65.3 68.4 65.4 65.5 64.6 66.4 | 67.8 73.9 
Occupancy of quarters .......se.- 5.1 4.6 5.5 5.2 6.2 4.9 5-7 | 7.8 1:3 
Furniture and equipment. ........ 1.3 2.5 2.9 0.5 1.8 CP 4 2.2 1.0 2.6 
Stationery, supplies and postage. . 126 2.7 ie | 3.2 | 2.4 2.6 2.8 2.4 | 
Telephone and telegraph. ......-.-. 0.6 ok 0.8 150 0.9 0.9 0.8 1.3 9 | 
OP PPS ie eer ee 2.2 3.3 4.3, 3.8 o.2 28 2.4 0.4 0.6 | 
Directors' and trust committee fees... 1.4 1.5 1.9 1.1 i 1.4 0.5 | 0.2 3 3 
Legal and professional fees ....-+.- 0.4 0.2 0.7 0.9 0.3 1.2 0.2 | 1.5 ).8 
Periodicals and investment services .. . 2.4 2.6 0.9 2.0 1.6 Fe 0.5 | 0.9 3 } 
MNES (gC & 4s 0 4 6 + 9 0 8 2.0 1.8 3.2 1.1 2.2 0.9 0.3 0.5 Maes 
Other direct expense. -......2--+- 2.0 4.2 1.7 2.3 2.4 S.3 5.8 7.0 1.7 
Total direct expense. ........-. 87.3 88.8 93.2 86.4 87.0 86.4 87.4 91.2 90.9 | 
OE tein RE En ee 12.7 3.2 6.8 13.6 13.0 13.6 12.6 8.8 91} 
Total expense . . ++ +++ +e ees e¢ @ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 o | 
Related items: 
Average rate allowed on deposit credit. . 2.32 2.58 1.94 2.59 1.80 2.51 1.79 2.13 
Dollar amount of total commissions 
and fees (thousands). .....+-+-+e- 497 585 28h 551 3,063 1,519 3,214 1,329 57,653 | 
Dollar amount of total expense 
(thousands) . 2. 2. 2s eee cece 373 818 160 782 2,519 1,835 2, 366 1,705 49,490 
Average number of officers. .. +. ++ 1.20 1.55 1.51 3.68 4.70 4.51 14.50 4.740 49.28 
Average number of employees .. +... - 1.86 2.21 3.50 8.82 13-92 14.55 55-75 29.716 612 | 









































*Before adjustment for deposit credits. 


+Percentage not shown. where less than 3 banks in group. 
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A factor contributing to increased 
trust department earnings in 1956 was 
an increase in statutory commission 
rates charged by banks in New York. 
The New York State legislature au- 
thorized an increase in fiduciary com- 
missions effective July 1, 1956. Under 
this statute the commissions of execu- 
tors, administrators, testamentary 
trustees, guardians, and committees for 
incompetents were increased. Although 
the full impact of the increase in rates 
will not be felt until 1957, no doubt the 
higher rates enabled some banks to in- 
crease 1956 earnings. 


In the first of the tables reproduced 
here for the convenience of our readers, 
a percentage distribution of trust depart- 
ment income and expense items is 
shown. The data are for 100 of the 102 
reporting banks, classified according to 
size and according to whether trust op- 
erations resulted in a net profit or net 
loss during 1956.* The data for the 14 
New York City banks are shown sepa- 
rately. The table also contains a section 
of income and expense detail by type of 
trust account—personal and corporate 
—for 29 banks. 


Table If contains a comparison of 
1955 and 1956 data for 7 New York 
City banks that reported detailed data 
by type of trust account in both years. 





‘Two banks did not report data in a form suit- 
able for inclusion in Table I. Data for these two 
tanks are included in Table II, however. The 
ratios shown in Tables I and III, are derived from 
aggregate dollar totals. This method of ratio de- 
rivation was used because the range of ratios 
within bank size groups was so great that averages 
f ratios would have been distorted considerably. 





TABLE II: Income and Expense by Type of Trust Account for Seven New York City 
Commercial Banks* 


(Dollar amounts in thousands) 


Net 
(adjusted for 


Net earnings 


Commissions _ before Net allowed credit 
Type of account and fees income taxes after taxes for deposits) 
RR? ie es 4,728.4 793.6 356.5 828.2 
SET Sere a erts. 2 oe 3,725.2 186.5 85.1 399.8 
Per OOt Crniate + 269 + 325.5 + 318.9 + 107.2 
Pension and profit-sharing 
ele ge |, he a ay ne lees ean 3,499.7 — 613.5 — 277.6 205.4 
NO et as re 2,999.4 — 516.0 — 242.6 141.9 
Fercent change + 16.7 — 18.9 — 144 ~ 44.7 
Personal Trusts: 1956 _.._._._._._..._ 14.784.4 2,637.6 1,192.1 2,494.6 
ME Ss 12.657.7 1,397.1 637.1 1,952.3 
Percent Chaeee - + 16.8 + 88.8 + 87.1 + 278 
Personal agencies: 1956 17,165.5 2,532.6 1,144.1 3,149.9 
eis panne 15,187.0 1,781.3 833.9 2,846.3 
Per cent change - + 13.0 + 42.2 + 37.2 oe 10.7 
Corporate trusts and agencies: 
1 eee Pe 28,604.2 5,634.2 2,573.8 5,039.4 
es = 24,273.7 4,217.4 1,948.8 4,250.4 
Percent Genes eo + 1778 + 33.6 + 32.1 ~ 18.6 
All trust accounts: 1956 68,782.2 10,984.5 4,988.9 11,717.5 
ee 58.843.0 7,066.3 3,262.3 9,590.7 
Per cent change —_. ~ 169 + 55.4 + 52.9 a 22.2 


*This group of banks is not the same 


group 


of large New York City banks shown in Table 


I. It consists of five banks that are included in Table I and two large New York City 
banks that did not report their data in a form suitable for inclusion in Table | 





Table III shows a limited breakdown 
of expenses by type of trust account for 
5 New York City banks that submitted 
expense data in this form. 


Earning and Expense Detail 
A comparison of 1955 and 1956 trust 


department earnings can be made for 
7 banks in New York City (Table II). 
Commissions and fees earned by the 
New York City banks rose from $59 
million in 1955 to nearly $69 million in 


1956 — an increase of nearly 17%. 
Over 40% of the rise in commissions 
and fees came from expanded corporate 
trusts and agency business, but in rela- 
tive terms income from estates ex- 
panded the most (107%). Expenses at 
the New York City banks rose less in 
1956 than they did in 1955. While 
allowed credit for deposits rose substan- 
tially in the case of estates and pension 
and profit-sharing trusts, credits allowed 
to both personal and corporate trusts 





TABLE III: Distribution of 1956 Income and Expense Detail for Five Large 


New York City Commercial Banks 


(Ratios in per cent of total commissions and fees) 






































Personal trusts Corporate trusts 
Pension and 
All profit- 
Item trust sharing Personal Personal Corporate Corporate 
_ accounts Total Estates trusts trusts agencies Total trusts* agencies* 
Commissions and fees. ..... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Expense 
Salaries: 
GOP isan. ais. os 5 10.3 14.9 24.1 19.3 14.3 11.5 5.2 16.5 4.1 
ee eee ae 45.8 45.0 45.0 55.6 38.7 47.8 46.5 40.3 49.9 
Expenses related to salaries 8.5 9.1 10.4 11.6 19 9.1 7.8 6.2 8.2 
Subtotal 64.6 69.0 79.5 86.5 60.9 68.4 59.5 63.0 62.2 
Occupancy of quarters and 
SUSE 6s ea eo 6 ss 9.0 8.3 8.8 10.2 72 8.6 9.8 9.0 10.5 
Other direct expense. .... 6.0 isa 7-9 11.9 6.4 6.5 4.6 6.1 4.5 
GR wis. oS we Are Ge. ee 79.6 84.6 96.2 108 .6 74.5 83.5 73.9 78.1 77.2 
VOCIORM Solis 6m: eS web) 6.5 733 1.0 6.3 720 1.8 S.7 3.6 3.0 
Total expense 86.1 91.9 103.2 114.9 81.8 91.3 79-6 81.7 80.2 
Trust department net earnings 
before income taxes ..... 13.9 8.1 - 3.2 -14.9 18.2 8.7 20.4 18.3 19.8 
Income tax charges (-) or 
credits (+) - 7.6 4.5 + 1.7 + 8.1 -10.0 - 4.7 ~11.0 - 9.9 -10.7 
Trust department net earnings . 6.3 3.6 1.5 - 6.8 8.2 4,0 9.4 8.4 9.1 
Allowed credit for deposits . 9.5 10.0 10.0 13.9 7-2 33.3 8.9 23.9 6.7 
Trust department net earnings 
(adjusted for allowed credits 
‘or deposits) 15.8 13.6 B58. Tok. 15.4 15.3 18.3 32.3 15.8 
Total commissions and fees 
\ tS eo: eso ae $46,905 $24,910 $2,956 $2,774 $9,030 $10,150 $21,995 $1,802 $11,444 
_—_.. 
































* Four banks only; one bank was unable to report a breakdown of its corporate accounts, but its figures are included in the distribution 


for total corporate accounts. 
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TABLE IV: 


Jersey and in New York State Outside New York City (By size of trust department commissions) 


Under $50,000 


Item 


$50,000 to $100,000 


$100,000 to $400,000 


Over $400,000 


Income and Expense of Trust Departments in 1956, with Percentage Change from 1955, for 61 Commercial Banks in New 





(26 Banks) (7 Banks) (22 Banks) (6 Banks) Total 
Commissions and fees from: 
Estates 0. «= $273,874 411.6% $182,494 419.1% $1,140,857 + 7.1% $1,124,038 +31.4% $2,721,263 +17.3% 
Pension and _ profit-sharing 
_ | RRRE SACs SE ee 25,911 +14.4 8,677 — 7.9 105,497 + 26.5 137,668 +15.3 277,753 +183 
Corporate and Personal 
Trusts Ae Sere 331,938 + 7.8 181,408 — 3.1 1,697,040 + 128 1,605,481 — 0.9 3,815,867 + 5.4 
Corporate and Personal 
mewnries oe 136,338 + 4.6 147,663 + 9.0 975,220 + 23.1 1,456,914 — 3.9 2,716,135 + 5.5 
Total income —_............ 768,061 + 8.7 920,242 + 7.2 3,918,614 + 13.7 4,324,101 + 5.2 9,531,018 + 9.0 
aotal expense 788,579 + 5.5 669,360 + 5.5 3,689,690 + 98 3,628,346 + 7.1 8,775,975 + 8.0 
Net earnings before income 
taxes eee hy ee SOE GOR — 149,118 ™ 228,924 +163.3 695,755 — 3.9 755,043 +21.7 
Net earnings after taxes — 12,271 +17.0 — 84,319 —30.2 158,430 +119.1 393,839 — 5.9 455,679 +108 
Allowed credits for deposits - 164,469 +39.] 79,030 —33.6 581,864 + 14.3 509,701 +18.5 1,335,064 +13.5 
Trust department net earnings 
(adjusted for allowed 
credits for deposits) 152,198 +47.1 — 5,289 sie 740,294 + 27.3 903,540 + 6.5 1,790,743 +128 


Note: The plus or minus signs in the income and expense columns show additions to or deductions from “Trust department net earnings” in 
each year. In the columns of change, the signs show the effect of the change in the item upon the year-to-year change in “Trust depart- 


ment net earnings.” 


*Percentage change meaningless. **From plus $54,177 in 1955. 





and agencies either declined or in- 
creased only slightly, and allowed credits 
for all trust business rose only 6.3% 
above 1955. Consequently, net earnings 
after adjustment for deposit credit were 
up 22% compared with a rise of 41%. 

Among these 7 City banks each of the 
various types of trust business showed 
an increase in profitability in 1956 after 
allowed credits for deposits. As has been 


true in the past, the City banks reported 
net losses on the servicing of employee 
benefit trusts, but substantial increases 
in allowed credits for deposits in 1956 
converted the losses to a gain of 45% 
over the net earnings recorded in 1955. 

Table III shows a limited breakdown 
of expenses by type of trust account for 
5 New York City banks. The expenses 


are shown as percentages of total com- 




















ROCHESTER, N.Y. AREA 
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Trust Department Assets Over $357 million 


LINCOLN ROCHESTER 


in the 





TRUST COMPANY 








Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 








missions and fees. Proportionally, ex- 
penses were lower in 1956 since income 
rose faster than expenses. Salaries and 
wages, which accounted for the largest 
portion of expenses, continued to rise, 
largely because rates of pay increased. 
However, salaries and wages (including 
related expenses) were only 65% of 
commissions and fees in 1956 compared 
with 67% in 1955. Substantial declines 
occurred in salary and wage costs al- 
located to personal trust accounts. This 
drop together with a relative decline in 
overhead expenses at these 5 City banks 
accounted in large part for the decline 
in total expenses from 90% of com- 
missions and fees in 1955 to 86% in 
1956. Because income rose more than 
expenses, trust department net earnings 
after taxes amounted to 6.3% of com- 
missions and fees compared with only 
4.6% the year before. However, as 
allowed credits for deposits did not keep 
pace with the rise in net income before 
adjustment for deposit credits, adjusted 
net income for the 5 City banks was 
15.8% of gross salary income in 1956, 
an increase of 1 percentage point above 


1955. 


Salary expense allocated by the 5 
City banks to pension and profit-sharing 
trusts continued to climb and reached 
a level of over 86% of gross income 
from these accounts, the highest per- 
centage for any type of trust business. 
In addition, adjusted net earnings 0” 
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pension and profit-sharing trusts were 
only 7.1% of income, the lowest for any 
type of trust business. On the other 


hand, except for salary expenses al- 
located to personal trusts (which de- 
clined substantially), there were only 
minor changes in salary and wage cost 
allocations among the various types of 
trust accounts. 


Operating Losses 


In spite of the continued rise in trust 
earnings for all banks in the aggregate, 
a larger proportion of the banks sur- 
veyed reported net losses on trust opera- 
tions in 1956 than in 1955. Of the 100 
banks included in Table I, 46 recorded 
net losses after taxes but before allowed 
credits for deposits; after adjusting net 
earnings for deposit credits, 21 banks 
continued to show net losses in trust 
operations. Over 53% of banks outside 
New York City reported net losses be- 
fore allowance for deposit credit in 
1956, compared with 44% in 1955 and 
43% in 1954. Moreover, after allowed 
credit for deposits, the proportion of 
banks outside New York City reporting 
losses was only reduced to 24%, a con- 
siderable increase over the 14% re- 
porting losses on this basis in 1955. 
Four of the sixteen New York City banks 
in the survey reported net losses in 
1956 before making allowance for credit 
on deposits, but after allowance for this 
credit only one City bank reported a net 
loss. 


A As 


Atlanta District Banks Hold 
$3.2 Billion Trust Assets 


The carrying value of trust assets of 
the 35 largest trust departments in the 
sixth Federal Reserve District amounted 
to $2.4 billion at the 1956 year-end, the 
Federal Reserve Bank of Atlanta re- 
ported in its June Monthly Review, 
Trust assets of all member banks in the 
District were estimated at $3.2 billion 
or about a third of the amount of total 
assets of these banks. 


Slightly over one half of the trust 
departments reporting in the District’s 
first special survey covering the opera- 
tions of trust departments (14 out of 
27) reported a net profit for 1956 be- 
fore adjustment for deposit credit. In 
general, losses were concentrated in the 
smaliost departments, measured accord- 


Ing to either income or trust assets, in- 
dicat'»g that there is perhaps a mini- 
mum 


ize for profitable operations. 


To some degree the variation in 


Profi! bility from bank to bank reflects 
differsnt accounting procedures. More 
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Earnings and Expenses of Trust Departments, 1956 
Sixth District Member Banks 








Banks with Total Income of ($000) 








Under Over Under 100- Over 
Item Total 100 =100 100 200 200 
Losses Profits 
Number of banks 27 7 6 4 4 6 
Commissions and fees from: Percent of total commissions and fees 
Estates ‘ > 3 38.7 346 60.3 27.3 30.9 
Pension and profit-sharing trusts . 5.3 1.6 5.0 1.1 3.0 6.8 
Personaltra@me . . <i. » 30.8 338 271 205 ais DS 
Personal agencies . . .. 188 123 18.7 yA i  & eT 
Corporatetrusts .... 4.8 7.0 6.3 1.0 5.6 4.2 
Corporate agencies .. . 7.8 6.6 8.3 4 5.1 9.0 
TOTAL OOM «4 6 et ee 100.0 100.0 100.0 100.0 100.0 100.0 
Totalexpense . . 91.6 120.6 128.2 » 71.0 79.0 178.6 
Net earnings before income ‘taxes. 8.4 —20.6 —28.2 ~29.0 21.0 21.4 
Income tax charges (—) 
Orceegmp i+). « « 3 e 6 —4.9 +4.2 +13.0 —11.7 —11.3 —11.0 
Trust department net earnings 3.5 —16.4 —15.2 17.3 9.7 10.4 
Allowed credits for deposits . . 10:6 i165 ‘275 SD 22 | 
Trust department net earnings 
(adjusted for deposit credits) 14.1 2.5 23 i173 20S 155 
Direct expense: 
Salaries and wages: Percent of total expense 
Officers 31.1 3388 332 29 33a. 27.1 
Employees 26.8 19.3 21.5 244 265 31.8 
Pensions and retirements 3.7 3.4 5.3 4.4 ph 3.0 
Personnel insurance ‘ 1.1 1.6 1.0 1.4 1.0 1.0 
Other expense related to salaries ; 1.1 1.6 1.2 8 1.3 39 
Total expense related to salaries 63.8 63.9 62.8 65.9 64.8 63.8 
Occupancy of quarters 4.5 5.1 4.8 9.2 6.7 3.3 
Furniture and equipment Bibia 2.3 1.9 1.7 2.4 1.5 3.0 
Stationery, supplies, and sara ; 3.8 2.9 3.9 2.5 3.0 4.2 
Telephone and telegraph 1.0 1.0 1.2 a) 1.1 1.0 
Advertising 2.6 2.6 3.3 1.6 3.1 2.1 
Directors’ and trust ‘committee fees 1.0 1.3 a 8 1.2 1.4 
Legal and professional fees 1.2 of 1:8 14 my 1.1 
Periodicals and investment services 2 2.4 1.2 4.0 1.6 8 
Examinations : ae 9 9 1.0 1.8 1.5 6 
Other direct expense 2.9 1.7 3.6 2.5 By | pe 
TOTAL DIRECT EXPENSE . 85.3 844 85.8 91.6 87.9 °84.0 
Overhead . 14.7 154 142 8.4 12.1 16.0 
TOTAL EXPENSE 100.0 100.0 100.0 100.0 100.0 100.0 








All ratios were derived from dollar 


less than three banks. 





from individual bank ratios. Ratios to net profits and net losses were com- 
puted before adjustment for deposit credits. Ratios not shown for groups with 


aggregates for each group rather than 








importantly, in an era of “department 
store banking”, the Review said, it is 
not always true that profit-loss position 
of a particular department is an accurate 
measure of its worth to the bank. By 


engendering goodwill among its cus- 
tomers, the trust department may bring 
business to other departments and there- 
by add a fillip to total income even 
though it itself is showing a loss. 









Customers 


FIRST 
4 NATIONAL BANK — 
ATLANTA 





Moving ? 


Sure, you dislike seeing customers move away. 
But when they’re headed for Georgia, at least you 
can place them in good hands with an introduc- 
tion to the Trust Officers of First National Bank. 
These experienced officers assure newcomers of 
intelligent, efficient estate handling. 

Get free copies of First National’s estate 
planning booklet for your customers who are 
moving to Georgia. 


The Atlanta Bank Serving the South Since 1865 
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YESTERDAY A COUNTRY TRAIL...TODAY A RAILROAD 


New railroad construction is the first essential when tropical wasteland is brought 
into banana cultivation. From planning and building a railroad to final opera- 
tion, it is also an outstanding example of cooperation between the Americas. 

From the great industrial North come rails, rolling stock and modern diesel 
locomotives . . . the technicians who train the men of tropical America to be- 
come skilled engineers and railroad personnel. Working together, a railroad is 
born, linking seaports with the farms and crops that earn dollars and manufac- 
tures for the workers who produce them. 

This Living Circle of trade and communication brings better living, more 
employment, greater opportunity for all peoples of the Americas. This free way 
of life, developed through interdependence, makes the Western Hemisphere 


stronger every day. 


United Fruit Company 


THIS LIVING CIRCLE 
STRENGTHENS THE AMERICAS 
United Fruit Company has been serving 
the Americas usefully for 57 years—re- 
claiming . wasteland, stamping out (ls- 
ease, developing human skills, helping 
by research, new techniques and trans 
portation, to increase the production 
and sale of bananas, sugar and other 
crops, and expediting communications. 
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DELICATE BALANCE 


The most significant event in recent 
market hjstory has been the break- 
through of those bastions of institu- 
tional respectability: fixed income se- 
curities and utility stocks. Another bas- 
tion, which may be described under the 
general heading of “growth stocks,” 
will, in our opinion, shortly come under 
attack from the same forces, even though 
superficially the connection between 
“srowth” stocks and “defensive” issues 
may seem rather far fetched. 


To see what is going on one must go 
behind the surface phenomena of rising 
interest rates and tight money to the 
basic causes of these phenomena and 
their widespread misinterpretation with- 
in the investment community during the 
last several years. 


Financial orthodoxy holds that the 
first requisite of conservative investment 
policy is to preserve dollar principal and 
income, with the obvious implication 
that the risks inherent in cyclical changes 
in business activity offset the risks of 
long term inflation. When the conserva- 
tive investor has sought a degree of pro- 
tection against the latter he has avoided 
the apparent dilemma by buying com- 
mon stocks of companies whose techno- 
logical advances over a period of time 
would supposedly more than offset pos- 
sible earnings declines from adverse 
changes in business activity. 


As a theory, this solution seems sound 
enouvh and it has certainly worked out 


well in practice so far. But, in our 
opinion, it contains three logical falla- 
cies which may cause some trouble in 
comiiig months: 1) Institutional inves- 
tors. following the “herd can do no 
Wrone” theory have bought “growth” 
stock: irrespective of price to a degree 
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. Trade Winds. . 


. Memos... Portfolio Studies 


where current price levels of some ap- 
pear to be discounting the future be- 
yond reasonable present expectations. 
2) Many of these “growth” companies 
are being evaluated on only a part of 
their business, while in certain instances 
the more important part of their activity 
is suffering profit-wise from declining 
profit margins and rising cost problems 
which have become increasingly evident 
in our general economy during the past 
several years. 3) The government’s Full- 
Employment Policy, if it can be success- 
fully continued through the present pe- 
riod of economic stress, virtually negates 
the business cycle theories on which 
“growth” stock investment was origin- 
ally made and suggests that more desir- 
able alternatives, affording greater pro- 
tection against actual economic risks, 
may exist, in which instance “growth” 
stocks may prove dangerously vulner- 
able to a cyclical change in popularity. 


It is a commonplace that the value or 
desirability of a security varies with its 
price. It is not always as obvious that to 
the professional investor desirability and 
price level should vary inversely for to 
the general public rising prices most 
often have a hypnotic effect so that an 
equity appears to become more attrac- 
tive in proportion as its price rises. It 
was this line of thought which led Peter 
Bernstein to write in the Harvard Busi- 
ness Review, (September 1956): “The 
term ‘growth stock’ is meaningless; a 
growth stock can be identified only by 
hindsight — it is simply a stock which 
went way up.” 

In our opinion, the “growth stock” 
craze has been an authentic popular de- 
lusion, comparable to the utility or radio 
stock booms of the 1920’s. Like other 
popular delusions of the past, we believe 
it must ultimately face the realities de- 
scribed above. We hazard the guess that 
the event which triggers the reaction 
could well be recognition of the infla- 
tionary pressure which is building up 
rapidly and which is the basic cause of 
the decline in fixed income securities and 
utility stock prices. 


Full employment without continuing 
inflation cannot exist and the alternative 
to full employment today seems to be 
economic collapse. The government has 
skillfully straddled the fence for years in 
an attempt to balance the economy be- 
tween growing inflationary and defla- 


... Funds Index 





. . Reports 


tionary forces. This year’s business ir- 
regularity has been a good test of the 
economy’s ability to stay on the tight- 
rope, but nerves have been badly frayed 
in the process and now, with the greatest 
financial challenge of the postwar period 
at hand — namely, the refunding of 
$83.5 billion of goverernment debt ma- 
turing during the next twelve months — 
we wonder whether the delicate balance 
can be maintained. 


If it cannot, it seems obvious that the 
political factors incline far more toward 
inflation than deflation. If we are to have 
inflation on an accelerated scale, those 
who now recognize the constitutional de- 
fects of fixed income securities and util- 
ity stocks should quickly discover that 
“growth’ ’stocks may equally prove to 
have been conservative investments only 
at a price and only in an investment en- 
vironment which has long ceased to ex- 
ist. 

BrapBury K. THURLOW 
OSBORNE & THURLOW 


CAPACITY SHIPBUILDING AHEAD 


The violent action of Egypt’s premier 
Nasser in July of last year generated 
numerous economic problems, one of 
which was the inadequacy of the free 
world’s shipping capacity. This realiza- 
tion was enough to catapult the ship- 
building industry into a position of in- 
vestment respectability, a status which it 
has seldom known. 


In a sense there is something para- 
doxical about this sudden recognition, 
since for a good period prior to Egypt’s 
mischief, world shipbuilding activity was 
already rising and was destined for an 
upsurge of fair duration. Nasser’s coup 
merely served to intensify the trend and 
it is not, as is commonly thought, the 
sole and prime mover behind construc- 
tion activity. 

Prior to the Suez incident, German 
and Japanese yards were completely 
booked through 1960-1961, British yards 
had contracted their facilities through 
1951, the Swedish yards through 1963 
and the majority of the Dutch yards 
through 1964. U. S. yards were not at 
the time in so enviable a position but 
generally speaking their situation now is 
very similar to that of the foreign build- 
ers. 

This three continent activity is con- 
cerned predominately with construction 
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of oil tankers, and this in turn reflects a 
dearth of capacity relative to current 
petroleum consumption as well as a 
preparation for a projected further up- 
swing. At the present time the free 
world’s tanker fleet numbers roughly 
3,600 vessels with an aggregate carrying 
capacity of about 44 million deadweight 
tons. The latter represenis an increase 
of some 160 percent over the lifting ca- 
pacity of the pre-war fleet, but in the in- 
terim the oil fields of the Middle East 
have attained prominence as an impor- 
tant source of petroleum and oil con- 
sumption has more than doubled. This 
accounts for the fact that the demand for 
oil tankers currently outruns the supply. 


Furthermore, projections of Middle East 
oil produétion alone, over the next twen- 
ty years or so, clearly indicate that with- 
out a fleet buildup of sizable proportions 
the unavailability of tanker facilities as 
we know it today can do nothing but de- 
velop into a critical shortage. By 1960, 
for example, Middle East oil production 
is estimated at about 4,830,000 barrels 
per day, an increase of 38 percent. By 
1965 production should rise to about 
8,280,000 barrels, an increase of 140 
percent and by 1975 the daily Middle 
East output should be about 18,000,000 
barrels, a fivefold increase. Consistent 
with these estimates it is similarly fore- 
cast that the present 44 million dead- 
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Saving Time, on July 22, 1957. 


forth in the Offering Circular. 


Morgan Stanley & Co. 
Harriman Ripley & Co. 


Incorporated 


Lazard Fréres & Co. 


Kidder, Peabody & Co. 
Salomon Bros. & Hutzler 


White, Weld & Co. 








2,000,000 Shares 


The First National City Bank 
of New York 


Capital Stock 


(Par Value $20 Per Share) 


Holders of the Bank’s outstanding Capital Stock are being offered the 
right to subscribe at $60 per share for the above shares at the rate of 
one share for each 5 shares of Capital Stock held of record on June 24, 
1957. Subscription Warrants will expire at 3:30 P.M., Eastern Daylight 

The several Underwriters have agreed, subject to receiving opinions of 
counsel, to purchase any unsubscribed shares and, both during and 
following the subscription period, may offer shares of Capital Stock as set 


Copies of the Offering Circular may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as dealers 
in securities and in which the Offering Circular may legally be distributed. 


The First Boston Corporation 
Kuhn, Loeb & Co. 

Dominick & Dominick Goldman, Sachs & Co. 

Lehman Brothers 


Eastman Dillon, Union Securities & Co. 


Stone & Webster Securities Corporation 


June 25, 1957 


Blyth & Co., Inc. 
Clark, Dodge & Co. 
Glore, Forgan & Co. 


Ladenburg, Thalmann & Co. 


Dean Witter & Co. 

















weight lifting capacity of the free world’s 
tanker fleet will have to be doubled wih. 
in the next ten years. 


Because of the extreme importance of 
Middle East oil to the American econ- 
omy and because the capacity of domes. 
tic yards is the largest in the world, the 
burden of implementing this prodigious 
increase in tanker capacity is now and 
necessarily will continue to fall on the 
shoulders of this nation’s shipbuilders, 
In this sense it is important to recognize 
that past built-in deterents to a strong 
and profitable peacetime shipbuilding 
industry, namely the problems of domes- 
tic versus foreign costs and domestic 
ship registrations as opposed to foreign 
registrations, have largely been negated 
by government programs designed speci- 
fically to improve the stature of the in- 
dustry and provide a stronge Merchant 
Marine. The necessity for both a strong 
industry and fleet has been adequately 
demonstrated in two World Wars, the 
Korean conflict and the Suez Crisis. 


Toward this end, two Federal pro- 
grams, the “trade out and build” and the 
“construction-differential subsidy,” are 
of extreme importance. Under the former 
plan operators of American Flag ton- 
nage are permitted to transfer older 
vessels to foreign registry upon the con- 
dition that modern new capacity be built 
in domestic yards. The incentive for op- 
erators of this plan is threefold — the 
foreign demand for tankers is strong, 


subsidies are subsequently involved and | 


the operator modernizes his equipment. 
Since mid-1955 when the program was 
instituted the Government has approved 
the transfer of 92 tankers totaling ap- 
proximately 1.5 million tons. In return 
transferring operators have made com- 
mitments for 67 new tankers totaling 
about 2.5 million tons. Within the scope 
of this plan there is under construction 
currently 23 tankers of 873,440 tons in 
exchange for 32 tankers of 544,500 tons 
that were transferred. 


Under the latter plan, namely the 
construction-differential subsidy, the 
Maritime Administration contracts with 
the shipbuilder to construct a vessel de- 
signed according to the operator’s needs 
and then sells the ship to the operator al 
a discount. The operator implements the 
plan with a 25 percent down payment 
and pays the balance in 20 yearly install: 
ments with interest and 100 percent of 
the unpaid principal guaranteed by the 
Secretary of Commerce. The need for 
this type of arrangement stems from the 
fact that labor costs in American vards 
differ widely from those on the conti 
nent although approximately the same 


TRUSTS AND Es7 ATES 





num! 
ident 
shipb 
about 
costs 
in th 
$0.29 


Co 
provi 
them. 
sidy. 
wher 
and ¢ 
and 1 
curre 


) result 


shipo 
cost | 
worlc 

Th 
ically 
to sh 
rent | 


) highl 
p that | 
bare fc 
of ve 


trend 


; founc 
5 ampli 
§ strati 
B ly rey 
B go ve 
 indic: 
beyor 
© will | 
D nifica 
} gram 
| for si 
Ba 20 

© Marit 
} const 
| ers at 


the 1 
total 
mate| 
this | 
ampli 
$286 
a 20 


| keels 


Grae: 

In 
build 
that 
elem« 
open 
build 
techn 
and | 
Nava 

Th 
to tra 
porta 
vesse 


Juty 





on- 
'eS- 
the 
Us 
ind 
the 
TS, 
ize 
ng 
ing 
1es- 
stic 
ign 
ted 
eci- 

in- 
ant 
ong 
tely 


the 


)TO- 
the 
are 

mer 
ton- 

Ider 

2on- 
yuilt 
op- 


the | 


ong, 
and 
ent. 
was 
yved 

ap- 
turn 
-om- 
ling 
cope 
‘tion 
is in 
tons 


the 
the 
with 
| de- 
1eeds 
or at 
s the 
ment 
stall- 
nt of 
» the 
| for 
"1 the 
-ards 
onti- 
same 


ATES 





| keels 


number of man hours is employed on 
identical ship specifications. Domestic 
shipbuilding hourly wage costs run 
about $2.18 per hour while comparable 
costs in Sweden are about $0.98, $0.71 
in the United Kingdom and $0.48 and 
$0.29 in Italy and Japan respectively. 


Complementing both plans, and in fact 
providing the incentive to implement 
them, is the “operating-differential sub- 
sidy.” This subsidy is the expedient 
whereby the disparity between foreign 
and domestic seamen’s wages, insurance 
and maintenance costs and the effects of 
currency devaluations are negated. The 
result is that via the subsidy domestic 
shipowners are placed on an operating 
cost parity with foreign competitors in 
world trade. 

The combination of all the above log- 
ically imparts considerable momentum 
to shipbuilding as it relates to the cur- 
rent and future need for tankers. It is 


§ highly important to recognize, however, 
5 that these same incentives, plus others, 


are fostering building activity of all sorts 
of vessels. In other words, the upward 
trend in shipbuilding rests on a broad 
foundation, not a single pillar. For ex- 
ample, an additional Maritime Admini- 
stration plan which calls for more order- 
ly replacement of passenger and dry car- 


| go vessels operated in subsidized service 
§ indicates high shipbuilding activity well 


beyond the point when tanker demand 
will be satisfied. Perhaps the most sig- 


) nificant aspects of this particular pro- 
| gram is that operators become ineligible 
| for subsidy aid once their vessels exceed 
| a 20 year age limit. This proviso of the 
} Maritime program is calculated to assure 

; construction of roughly 20 new freight- 


ers and passenger vessels during each of 
the next fifteen years. The estimated 
total cost of this schedule is approxi- 
mately $3.2 billion. Within the scope of 
this program the Grace Lines, for ex- 
ample. has already committed itself for 
$286 million for 26 new vessels within 
a 20 year period. Earlier in the year 
were laid for replacement of 
Grace’s Santa Rosa and Santa Paula. 

In appraising the outlook for ship- 
building it is indeed worthy of note 
that there are three additional sustaining 
eleme:its in the picture. These include the 
opening of the St. Lawrence Seaway, the 
buildiig activity which must flow from 
technological maritime improvements 
and <evelopments and the huge U. S. 
Naval construction program. 

The Seaway which will be available 
to tra‘iic sometime in 1959 opens an im- 
porta’! route to deep-draft ocean going 
vessels and provides still another vehicle 
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for the application of the government 
subsidy program. Pertinent in this re- 
gard is that there are several shipping 
companies notably Isbrandtsen, States 
Marine, States Steamship, Isthmian, 
Waterman and Matson-Oriental which 
have previously done without subsidy 
assistance but cannot conceivably con- 
tinue to do so if they are to complement 
their present fleets, in order to be in a 
position to successfuly compete with 
modernized foreign fleets that will op- 
erate on the lakes. This virtually insures 
the letting of contracts to domestic yards. 

In the area of technological develop- 
ments the full effect in terms of ship- 
building activity are yet to be felt as a 


result of the roll-on, roll-off and other 
types of trailer-ships and the newer de- 
signs for more efficient ore and coal car- 
riers. Similarly, there is an undeniable 
potential as a result ofthe inevitable 
shift from conventional power to nuclear 
propulsion. 

Finally the U. S. Naval construction 
program having as it does the largest 
budget in naval history must exert a 
strongly favorable influence on building 
activity. Hence, in every respect the out- 
look for shipbuilding for several years 
to come points firmly and strongly up- 
ward. 

Ira M. DANBURG 
REYNOLDS & CO. 
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And, in addition, tax-exempt 
bonds offer widely recognized 
qualities of safety and marketability. 


Our Mid-Year Survey of the Tax-Exempt Bond Market 
discusses the changes and the opportunities in today’s mar- 


ket and helps you to relate them to your own investment 










Send for this survey for up-to-date information on the 
tax-exempt market. You'll receive with it our tax chart, 
expressly prepared for banks and other corporations, show- 
ing the income required from taxable securities to equal the 


yield from tax-exempt bonds. Ask for folder TR-7. 
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PRODUCT MIX 


keeps operating rate high 


Members of the financial community frequently 
ask us, “What is your current product mix?,”’ par- 
ticularly during periods of changing steel demand. 
Product mix is important to the analyst, for it 
indicates the relative extent of a company’s pene- 
tration into different steel consuming markets, 
and furnishes a guide to future operating and 
earnings prospects. 

To J&L, product mix measures the success of 
our program of planned flexibility and diversifi- 
cation of production. It shows the result of 
management foresight in anticipating quickly 
changing patterns of demand. And it reflects to 
a degree the success of J & L policy of upgrading 
our products. 








5 Months 
Product Mix 1957 1956 1955 
Hot rolled, cold rolled and 
coated sheets and strip 382% 36% 38% 
Tubular products 17 17 17 
Hot rolled and 
cold finished bars 14 15 15 
Tin mill products 14 12 11 
Plates and structural shapes 13 11 10 
Wire products 4 4 4 
Miscellaneous 6 5 5 
100% 100% 100% 











The table above demonstrates J & L’s flexibility 
in changing its product mix to emphasize those 
products in greatest demand. 

Over the past few months particularly, J&L 
has shown a marked ability to step up its deliveries 
to meet heavy current demands for tubular prod- 
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ucts, plates, structurals and tin mill products (see 
above chart). 

Shipments of these products have been ex- 
panded from 38% of the total recorded in October, 
1956 to 41% in January and 46% in May, 1957. 
As a result, J&L has been able to maintain an 
operating rate of 91% of its rated ingot capacity 
for the second quarter of 1957, despite the slacken- 
ing demand for both hot and cold rolled sheet 
and strip. 

Completion of our present plant program will 
bring further favorable changes in our product 
mix. It will permit our producing as much as 25% 
of our total shipments in tubular products. The 
recent substantial entry into the stainless steel 
field—as well as the proposed acquisition of Cold 
Metal Products Co., a producer of “restricted 
specification” cold rolled strip—will also increase 
J & L’s ability to meet varying demand conditions 
in a broader market for its products. 


Jones & Laughlin 
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OrHER TIMES — OTHER CUSTOMS 


Ds, 
is hi 


The wonders of “hindsight” invest- 
ment management are exemplified by a 
recent compilation of the astronomical 
return from a 1940 investment of $10.- 
000 in ten leading “growth stocks” as 
compared with the performance of ten 
“income stocks” over the same 17 year 
span. The contention is that, even if re- 
sults to date are not projected in the 
same degree into the years ahead, basic 
“srowth” attributes do not change ex- 
cept over a long period and that such 
commitments can therefore still be re- 
lied upon to afford a substantial degree 
of protection against inflationary trends. 


This may well prove to be true in 
some of the ten companies but it is a 
pushover bet that it won’t hold for all, 
which immediately introduces the selec- 
tion factor and the chance of being hung 
up at a fancy P/E ratio which can cur- 
tail over-all performance. Certainly not 
all professional investment opinion is 
sold on the “any old price for growth” 


_ theory if one reads the remarks of the 


recent Connecticut Trust Conference in- 
vestment panel, such as: “where the 
market has been going up almost con- 
sistently for ten years unsupported by 
earnings increases, I am a little skeptical 
because we have to stretch our imagina- 
tions to imagine the next ten years are 
going to be better than the last ten.” 
Also: “if the P/E ratio has increased 

. it could decrease in the same pro- 
portion. If earnings should go down a 
little bit, perhaps the P/E ratio would 
go down even more.” 


Not too many years ago, many indi- 
Vidual and professional investors shied 
away from public utility stocks because 
their rates were subject to regulation by 
public service commissions. At the same 
lime they were willing to put selected 
tail stocks in their portfolios in spite of 
ICC regulation and the fact that they 
were aiready feeling the effects of com- 
petitive inroads. Paper companies fell 
into the category of untouchables, along 
with sicels and many other cyclical in- 
dustri::. Bank stocks, under the potential 
threat of double liability and, in some 
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cases, the priority of preferred stocks 
issued for RFC loans arising from the 
1933 bank closings, faced pressure from 
liquidation of under-waier loans and 
were, at best, regarded as strictly for 
rich people, with a minimum of glamor 
or growth. 


What is the 1957 appraisal of these 
groups? Public utility stocks rank high 
in the defensive category and some in 
most fortunate areas rate the growth 
tag. Rails in general are in the doghouse, 
papers are now out front as a growth, 
natural resource industry while steels 
have, but only in the last few years, be- 
come almost unquestioned members of 
the aristocracy. Bank stocks still enjoy 
only limited public popularity but have 
perked up their earnings and dividend 
rates quite markedly in recent years. 


What it boils down to is that fashions 
in investment come and go and that some 
widely accepted tenets aren’t necessarily 
100% so. This does not imply that un- 
orthodox thinking is always right, either, 
but superior results have often been the 
reward of original thinking and a heal- 
thy scepticism toward reigning invest- 
ment cliches. In this respect, we find 
Gerald M. Loeb of E. F. Hutton & Co. 
again stressing in a recent speech his 
conviction that the best prospects over 
the coming ten years are not in the com- 
panies which have been outstanding mar- 
ket leaders in the past decade because 
they now present greater risk. An in- 
vestment policy for today should, in his 
opinion, be based upon a less optimistic 
basis than would have been warranted 
over the last ten years. 


Reverting to the bank field, Isaac B. 
Grainger, president of the Chemical 
Corn Exchange Bank, New York City, 
put forth a fight talk for his profession 
in a speech before the Connecticut Bank- 
ers Association on June 8th in which he 
cited data prepared by Tucker, Anthony, 
R. L. Day & Co., indicating that banks 
have had greater earnings and dividend 
gains over the last five years than indus- 
trials or utilities. Earnings of 22 banks 
increased 59%, 58% for 30 industrials 
and 53% for 17 selected utilities, while 


the same banks raised dividends an aver- 
age of 42%, the industrials 36% and 
the utilities 37%. Current yields are 
close — 4.35% for banks, 4.28% for 
industrials and 4.41% for utilities. Bank 
stocks also sell at a better P/E basis, 
12.3 times, against 15.4 and 19.6 for in- 
dusirials and utilities, respectively, with 
perceniage payout, in the same order, 
at 53%, 63.6% and 72. His conclu- 
sion: “Maybe bank stocks are due for a 
new look. I cannot escave the feeling 
that they are due for a higher investment 
rating.” 

A similar attitude toward the bank 
stocks appeared in the Connecticut Trust 
Conference panel discussion previously 
mentioned. (The Trust Conference was 
held before the Bankers convention. ) 
One panelist reported that New York 
City banks, in many cases, outperformed 
the popular oils and chemicals in in- 
creasing earnings and dividends, despite 
not ranking as growth stocks. Referring 
to three of the leading chemical stocks, 
it was stated that appreciation was gen- 
erally no greater than in the bank stocks 
while the latter’s dividends were higher. 
The consensus was that bank stocks are 
today underpriced in the market. 


Another speaker on the program was 
Lyman S. Logan of Clark, Dodge & 
Co. who opened his remarks on “Steel 
Stocks as Trust Investments” with “this 
topic is very significant. Ten years ago, 
perhaps even five, this subject would not 
have been on your agenda.” Just another 
reminder that the side road may be more 
rewarding profit-wise than the four lane 
concrete thruway bearing peakload in- 
vestment traffic. 


Stock Rise Ais IIMF 


The second quarter recovery in stock 
prices registered an increase of more 
than one and a quarter million dollars 
in the unrealized net appreciation total 
of the Institutional Investors Mutual 
Fund, Inc. This period, which also 
marked the Fund’s fourth birthday, 
showed the portfolio riding a $6.6 mil- 
lion cushion of paper profits with asset 
value per share at June 30th of $1,633, 
a shade below the record set on June 
12th at $1,677.52. At the mid-year re- 
port date, total net assets crossed the 
$30 million mark for the first time, of 
which the 591,150 shares of stock repre- 
sented slightly more than $28.5 million. 
A dividend of $14.25 per share from 
net investment income was distributed 
during the quarter to the 71 participat- 
ing New York State mutual savings 
banks, of which 49% was taken in new 
Fund shares. . 


Current yield of the stock portfolio 
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is 5.13% on cost, in line with the Fund’s 
policy of seeking a high rate of return 
commensurate with minimum risk, to- 
gether with “a moderate proportion of 
attractive growth stocks having low 
yields at time of purchase but good ex- 
pectations for the future.” To the end of 
reducing risk, stocks with highly cyclical 
characteristics are limited to roughly 
one third of total assets. 


A ten to one share split has been re- 
commended and will be acted upon at a 
special meeting in September. The aim 
is to facilitate dollar averaging for 
smaller institutions and to simplify 
rounding out full shares where dividends 

* (Continued on page 675) 


Why 
Portfolio Managers 
Rely on 


Lowry’s Reports 


Factual information is important to 
every portfolio manager — whether it 
concerns the market in general, an indi- 
vidual industry or a specific stock. 


For informed investors the 
factual measure of the effect 
of Buying Power versus Sell- 
ing Pressure — as compiled 
daily by Lowry’s Reports — 
has proved time and again to 
be an effective investment 
guide. This undertone infor- 
mation verifies important 
trends and trend turning 
points, based on a Price- 
Change-Volume tabulation of 
all round-lot issues traded 
on the New York Stock Ex- 
change. 


Because few institutions or professional 
investors have neither the time nor the 
staff necessary to tabulate and correlate 
the mass of statistics required to obtain 
dependable trend Demand vs. Supply 
ratios, many rely on Lowry’s Reports to 
furnish this basic information. 


To determine the value of these 
reports for yourself, or your insti- 
tution, a special month’s trial ar- 
rangement is available to Fund 
Managers and Trust Officers. Simp- 
ly make your request on your busi- 
ness letterhead and remit $5 to help 
cover costs. If you are not com- 
pletely satisfied, your money will 
he gladly and saad refunded. 
Write Dept. 


Loury 5K ord . 2 ac. 


— LO ok: Luenue 


Mew York 17, NY 


Original Publishers 
Price-Change-Volume Tabulations 
Daily Releases from 
New York, Chicago, Los Angeles 


Est. 1938 


SHARES 


INVESTMENTS OF INSTITUTIONAL INVESTORS MUTUAL FUND, IN 


MARKET 
(in thousands) 


AUTOMOBILES 
8,500 General Motors _._. $ 365,500 


(1.21%) 
BurLtpinc MATERIALS 


2,500°U; 'S. Goieom. > 2. 
(.42%) 


CHEMICALS 


2,000 E. I. duPont de Nemours .$ 385,000 
6,000 Eastman Kodak _.. 661,500 
9,000 Hercules Powder 380,250 
¥5,800 Liquid Carbonic Corp. —— 300,150 
*5,500 Pennsalt Chemicals Corp. 347,875 
2,000 Union Carbide Corp. —. 239,500 


128,100 


(7.65%) $ 2,314,275 
CONFECTIONERY 


*4.500 American Chicle Co. _...$ 253,125 


(.84%) 
CONTAINERS 
*6,000 American Can Co. —...$ 250,500 
*8,000 Anchor Hocking Glass _. 308,000 
*8.000 Continental Can Co. 374,000 
(3.09% )$ 932,500 
Drues 
*15.000 McKesson & Robbins Inc. $ 
22.000 Mead Johnson & Co. _. 
*22.000 Merck & Co., Inc. 
*20,000 Sterling Drug, Inc. - 


885,000 
1,100,000 
819,500 
605,000 


(11.28%) $ 3,409,500 
ELECTRICAL EQuipMENT & ELECTRONICS 


5.200 General Electric —........$ 356,200 
3,500 Sylvania Elec. Products ~ 143,063 
3,500 Westinghouse Electric 228,375 

(2.41%)$ 727,638 
ELECTRICAL UTILITIES 


15,000 American Gas & El. Co. — $ 
*9 000 Baltimore G. & El. Co. _. 
*10,000 Cincinnati G. & El. Co. 
7,650 Commonwealth Edison Co. 
*7,000 Con. Edison N. Y. = 
*8.000 Gulf States Utilities Ce. 
*9.900 Idaho Power Co. 
8,000 Kansas City P. & Lt. Co. — 
10,000 Louisville G. & El. Co. 
*18,000 Northern States Power __ 
8,000 Oklahoma G. & El. Co. _~ 
*7,.500 Philadelphia Elec. Co. —.. 
*6,000 Southern Cal. Edison _ 
3,000 Texas Utilities Co. 
*15,000 Virginia Elec. & Pr. Co. — 
*9 560 Wisconsin Elec. Pr. Co. 


545,625 
306,000 
255,000 
292,613 
296,625 
288,000 
336,600 
298,000 
270,000 
303,750 
344,000 
276,562 
290,250 
130,500 
352,500 
288,562 


(16.13%) $ 4,874,587 
FINANCE 


18,060 Beneficial Finance Co. _...$ 
11,600 Commercial Credit Co. 


317,250 

596,800 

(2.89%)$ 874,050 
Foops 

10,500 General Foods Corp. $ 

11,00) National Dairy Products — 

9,000 Pillsbury Mills, Inc. 


464,625 
364,375 
362,250 


(3.95%) $ 1,191,250 


+New; *Increased. 


MARKET 
SHARES (in thousands) 
INSURANCE 


600 U.S. F. 6 6: Go. $ 417,75 


(1.38%) 
MACHINERY 


2,700 Caterpillar Tractor Co. _.$ 244; 
3,000 Ingersoll-Rand Co. _.... 242, 


(1.61%)$ 486, 
MISCELLANEOUS 
*12,000 American Optical Co. _.. $ 417.0 
*10,700 General American Trans. _ 866.700 


(4.25%) $ 1,283.700 
Non-Ferrous METALS 
3,400 Aluminum Co. of Am. __. $ 
6,000 Climax Molybdenum Co. — 
1,000 Kennecott Copper Corp. 


324,700 
420,000 
109,875 


(2.82% )$ 854,575 
OFFICE EQUIPMENT 
*4.500 Pitney-Bowes, Inc. __ $ 299,25 
(.99%) 
PAPER AND PULP 
4,000 Crown Zellerbach Corp. —$ 
2,100 International Paper Co. 


(1.43%) $ 
PETROLEUM 
*1,200 Amerada Pet. Corp. 
9,000 Continental Oil Co. 
*10,000 Ohio Oil Co. 
9,000 Phillips Petroleum Co. 
*7,000 Shell Oil Co. 
*8.500 Skelly Oil Co. 
*10,500 Socony Mobil Oil Co. Inc. 
*7,000 Standard Oil Co. (Ind.) 
~3,000 Standard Oil Co. (N.J.) 
*5,500 Texas Co. a 
*10,500 United Carbon Co. 


160,200 
585,000 
398,750 
130,875 
603,750 


632,625 
370,125 
198,000 
393,250 
674,625 

(16.75%) $ 5,059,200 

RAILROADS 

8,500 Atchison, Topeka & S. F. 
8,500 Union Pacific 


204,000 
244,375 
(1.48%)$ 4 18,375 
RetaiL TRADE 

*9 000 First National Stores, Inc. $ 
*8.500 Jewel Tea Co., Inc. 
*14,000 National Tea Co. 

3,500 J. C. Penney Co. 


427,500 
188,750 
532,000 
272,125 


720,375 


(5.70%) $ 1, 
STEEL 
9,200 Bethlehem Steel Corp. 
6,000 United States Steel Corp. - 


(2.84%) $ 
TELEPHONE 
2.200 American Tel. & Tel. 


148,500 
111,000 


—— 


859,500 


382,250 
(1.27%) 
TirE AND RUBBER 


*8,000 Firestone Tire —_. 
*6.900 B. F. Goodrich Co. 


740,000 
29,575 


— 


(4.20%) $ 1,269,575 


: ——— 


591,150 Total Common 


Stock 84,638 


(94.59%) $28. 
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are received in new shares in lieu of 
cash. 


During the second quarter, the only 
new commitment was 5,800 shares of 
Liquid Carbonic Corp. and the sole vic- 
tim on the sell side was Kennecott Cop- 
per Corp., which was pared by 1,500 
shares to a holding of 1,000 shares. Pur- 
chases during the period, however, were 
one and three quarter millions, as indi- 
cated by the list. Additional commit- 
ments in the oil and utility groups again 
confirmed the Fund’s favorable opinion 
of these industries, with the oils in first 
position at 16.75% of total portfolio 
valuation, compared with 16.13% for 
the latter. 


ANOTHER SLICE OuT oF DOLLAR? 


In testifying before the Senate Finance 
Committee, Secretary of the Treasury 
Humphrey made no bones of his convic- 
tion that the $6 per ton boost in steel 
prices effective July first would have 
widespread inflationary impact upon the 
economy. 


This again brings to the fore the al- 
ready serious question of the state of the 
dollar. Our lawmakers all speak know- 
ingly of inflationary dangers and, while 
paying lip service to economy, continue 
to pile domestic and foreign welfare 
programs atop a massive defense budget 
to amass a staggering budget total. What 
can they really do about it or, more to 
the point, what are they likely to do? 

The answer to the first part is easier 
than the second. Congress could im- 
pose restraints upon labor, not “union- 


| busting” measures but reasonable limits 


| comparable to those under which busi- 


ness must be conducted which, if sound- 


| ly conceived and accepted by labor lead- 


ers in a statesmanlike manner, would 
do much to curb, even if not completely 
eliminate, the wage-price spiral. It could 
also look backward beyond the last few 
years and discover what severe erosion 
of the dollar has already taken place as 


» a gauge of what can happen in the fu- 
; ture unless limitation of expenditures 


to most pressing national needs is soon 
eflected. On the negative side, political 


| pressures, reluctance to incur the dis- 
| pleasure of organized labor and the 
} Natura! desire to leave saving to some- 


body else act as road blocks to econ- 
» Omy. 


1 the absence of positive leader- 
ship. 
The Finance Committee deliberations 


are st! young but perhaps its inquiries 
will bring forth testimony which will 
spur ‘ongress to stricter scrutiny of all 
Spending with the aim of smaller budg- 
ets, lower taxes and refinement of the 
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tax setup. The taxpayer, whether white 
collar worker, professional man or union 
member, who finds more money in his 
pocket after withholding is enjoying the 
equivalent of a raise. Lower taxes could 
well be a partial palliative for union 
pressure for greater rewards and more 
fringe benefits. 


CREF vs. INFLATION 


CREF—perhaps better known as Col- 
lege Retirement Equities Fund—the five 
year old offshoot of the Teachers Insur- 
ance and Annuity Association designed 
to provide some measure of protection 
to annuitants against the risks of infla- 
tion during retirement years, reports at 
page 652 its equity holdings in 63 com- 
panies in diversified industries. Its op- 
erations thus far have been generally in 
a rising market and the portfolio there- 
fore records a very happy appreciation. 


More Leeway For Lire COMPANIES 


The New York State Legislature has 
recently enacted legislation to increase 
from 3% to 5% of admitted assets or to 
50% (formerly one-third) of the policy- 
holders’ surplus, whichever is less, the 
maximum amount which life insurance 
companies doing business in that state 
can invest in equities meeting the strict 
requirements of the law. Theoretically, 
at least, this liberalization created an ad- 
ditional but presently unneeded $1.5 bil- 
lion backlog of purchasing power for 
common stocks because the companies 
were not fully committed under the old 
regulations. 

At the end of 1956, total assets of all 
United States life companies were slight- 
ly over $96 billion and will probably top 
the $100 billion figure by the end of this 
year. The effect of the New York enact- 
ment could eventually be widespread be- 
cause estimates place at some 80% of 
the national total the companies doing 
business in the state, which would repre- 
sent, at full realization of the new limit, 
equities to the tune of some $4 billion. 


The entire subject of common stocks 
for life insurance investment is still a 
moot one, both in and out of the indus- 
try. Some managements have entered the 
field with alacrity while others have 
barely dampened their toes because they 
take the position that life contracts re- 
quire only assurance of dollar satisfac- 
tion without consideration for fluctua- 
tion in the exchange medium in which 
discharged. In addition, valuation in 
event of depreciation presents problems 
vexing to management, but there ap- 
pears no sound reason why they should 
remain insoluble. 

With variable annuities having run 


aground legislative shoals, at least tem- 
porarily, this potential source of new 
equity funds remains inoperative. Like- 
wise, at current stock prices insurance 
buying interest is bound to be subordin- 
ated to the superior returns offered by 
fixed income media selling at levels not 
seen for 25 years, alihough new stock 
commitments will probably continue to 
run along at the $200 million annual 
rate. The impact of the unused permis- 
sive margin under the new legislation 
would, however, probably begin to come 
into play if higher dividend payouts 
and/or lower market levels combined to 
offer more attractive stock yields. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly tor TRUSTS AND ESTATES by Moody’s Investors Service 
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1. U.S. Government Bond Yields 















8-Year Taxable Treas. . .— ——_.... % 
5-Year Taxable Treas. — .......... % 
10-Year Taxable Treas. _.. ..-__..... % 
Bank 2%s, 9/15/72-67 _--......_-__ ie HE 
Victory 2%, 12/15/67 ~~... % 
3%s, 1988-78 % 
i ae % 








2. Corporate Bond Yields 
Aaa Rated Long Term __._.... ae 
Aa Rated Long Term —.—-._____ 
A Rated Long Term __...___. ae 
Baa Rated Long Term -........_.... A 
3. TaxExempt Bond Yields 
Aaa Rated Long Term —........... © 
Aa Rated Long Term __ ¢ 
A Rated Long Term —__._.. ae 
Baa Rated Long Term _..__._.___ nae 
4. Preferred Stock Yields 
Industrials—High Dividend Series 





















High Grade oY 
Medium Grade ——.....____.____ % 
Industrials—Low Dividend Series 
SS ES EEA % 
Medium Grade sen. Oo 
Utilities—Low Dividend Series 
eee 
Medium Grade —__ eee. / 





5. Common Stocks 

125 Industrials—Prices (g) 
125 Industrials—Div. (g) 
125 Industrials—Yields —W--_E— 
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—— End of Month 


June May June 


1957 195 
3.82 3.67 
3.85 3.71 
3.84 3.60 
3.67 3.46 
3.63 3.43 
3.60 3.46 
3.58 3.40 
3.97 3.80 
4.06 3.87 
4.14 4.02 
4.68 4.56 
3.23 3.10 
3.45 3.33 
3.74 3.62 
4.35 4.23 
4.60 4.43 
5.32 5.14 
4.43 4.28 
5.00 4.79 
4.93 4.64 
5.06 4.95 


$155.23 154.31 


5.89 5.90 
3.79 3.82 


7 1956 


2.94 
3.03 
2.99 
2.93 
2.92 
2.98 
3.02 


3.27 
3.36 
3.50 
3.78 


2.34 
2.52 
2.76 
3.26 


4.04 
4.66 


3.80 
4.21 


4.07 
4.41 


151.11 
5.77 
3.82 





‘a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 

(b) —U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
‘d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 











1 

1957 1951-1956 1946-50 
3.84-3.26 3.75-1.35 1.68-0.90 
3.86-3.23 3.76-1.75  1.87-1.06 
3.85-3.17 3.64-1.95  2.10-1.38 
3.69-3.10 3.52-2.21 2.43-1.96 
3.63-3.08 3.51-2.44  2.48-2.08 
3.60-3.21 3.45-2.59 (b} 
3.58-3.20 3.42-2.94 
3.97-3.65 3.82-2.65  2.91-2.45 
4.06-3.77 3.89-2.70  2.98-2.53 
4.14-3.95 4.02-2.87  3.28-2.67 
4.68-4.41 4.46-3.15  3.57-2.93 
3.23-2.75 3.05-1.28 1.98-0.90 
3.45-3.00 3.33-1.37 2.21-1.04 
3.74-3.31 3.75-1.72  2.64-1.28 
4.35-3.90 4.22-1.98 3.05-1.57 
4.60-4.31 4.44-3.80 4.09-3.28 
5.32-4.99 5.28-4.45  6.08-4.14 
4.43-4.07 4.30-3.46 3.92-3.27 (e) 
5.00-4.64 4.92-3.80 4.20-3.52 (e) 
4.93-4.37 4.68-3.78 4.24-3.40(e) 
5.06-4.76 4.87-4.18 4.65-3.69 (e) 


155.23-138.53 
5.91-5.89 
4.27-3.79 





158.98-66.75 61.46-43.20 


5.89-4.13 
6.79-3.63 


4.44-1.76 
7.29-3.20 





1941-45 1931-40 1919-1930 





——-Range for Period 


1.32-1.07 (a) (a) (a) 
1.70-1.24 (a) (a) (a) 
2.10-1.49 (a) (a) (a) 
2.48-2.03 (a) (a) (a) 
2.50-2.37 (a) (a) (a) 
(b) (b) (b) 
2.88-2.59 6.75-2.70 6.38-4.42 
3.06-2.66 7.03-2.90 6.84-4.59 
3.39-2.78 9.23-3.35 7.71-4.91 
4.47-3.06 12.96-4.42 8.56-5.32 
1.84-0.93 2.81-1.56 (d) (d) 
2.11-1.21 3.02-1.78 (d) (d) 
2.49-1.49 $.29-2.11(d) (d) 
2.94-1.80 3.71-2.60 (d) (d) 
4.37-3.55 6.54-3.83 6.79-4.75 
6.94-4.33 12.73-4.91 8.05-5.61 
(e) (e) (e) 
(e) (e) (e) 
(e) (e) (e) 
(e) (e) (e) 





49.30-22.69 49.10-10.56 78.06-34.81 (f) 
1.94-1.52 2.05-0.72 2.53-2.16(f) 
7.71-3.56 10.13-2.59 6.21-3.19(f) 












(e)—Low Dividend Preferred Yield Averages in this series date from 


dan. 2. 


1916. 





(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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see America the BOUNTIFUL 


VISIT BUTTE, MONTANA —"THE RICHEST HILL ON EARTH’— 
AND SEE HOW THE ANACONDA COMPANY MINES THE METALS 
SO ESSENTIAL TO THE NATION’S ECONOMIC STRENGTH. 


Seeing the America that’s Bountiful as well as Beautiful can be an 
interesting part of your vacation itinerary. This summer if you plan to 
take in the scenic spectacle of Yellowstone Park, you will be within easy 
driving distance of Butte—home of The Anaconda Company and for 
over 70 years one of the world’s most spectacular producers of copper and 
other important metals. 


Butte sits atop a veritable honeycomb of tunnels, shafts and passageways 
totaling some 2700 miles in length. More than 6500 of its residents are 
employed by Anaconda in extracting the seemingly inexhaustible mineral 
wealth of a 32 square-mile area whose output increases year after year. 


mn guided tours you can go underground in the Kelley Mine and see how 
5,000 tons of ore a day are mined by the ingenious block-caving method. 


The 


yaNNP Vere) tay 4% 


OTeTaalol-tah J 





The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 


International Smelting and 
Refining Company 


You ean stand on a ledge 500 feet above the floor of the new Berkeley “canyon,” illustrated above. This is a 
lant open pit operation now nearing an output of 17,500 tons of ore daily. Or, if you wish, you can “do” Butte, 
tae city and its mines, on your own schedule. The Anaconda Company will be glad to send you a do-it-yourself 


a 


nap and guide to a memorable tour of the famed “Copper Trail.” Simply write the Company at Butte, Montana. 


‘he Anaconda Company extends a cordial invitation to inspect “The Richest Hill on Earth” and believes 
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your stay will give you a new pride and appreciation of your America the Bountiful. 57273-A 






FEDERAL RESERVE COMMON TRUST 
FUND SURVEY SHOWS SLOWER GROWTH 


N AGGREGATE MARKET VALUE OF 
$1,974 million for 243 common 
trust funds at the end of 1956 was re- 
ported in the June Federal Reserve 
Bulletin. This represents increased hold- 
ings during the year of $106 million or 
less than half the growth of the preced- 
ing 12 months. This fact is attributed by 
the Federal Reserve Board’s second an- 
nual common trust fund survey to 
smaller additions from new participa- 
tions, larger withdrawals, and a net de- 
cline in the market value of investments. 


The survey covered all common trust 
funds operated by banks and trust com- 
panies in the United States and posses- 
sions administered under subsection (c) 
of Section 17 of Regulation. F. Through- 
out the United States 21 new funds were 
started during the year, some of them 


in five states that previously had no 
funds — Arizona, Arkansas, North 
Dakota, Rhode Island, and South Caro- 
lina. The total number of fiduciary ac- 
counts invested in common trust funds 
increased from about 8,000 to nearly 
93,000. The size of individual funds 
changed little, due to market decline. 


Gross investment transactions totaled 
$603 million in 1956 compared with 
$578 million in 1955. Purchases were 
about the same, but sales and redemp- 
tions were larger. Bond turnover was 
greater than in the previous year, largely 
owing to the practice of using U. S. 
Government securities as temporary in- 
vestments. However, there appeared to 
be some movement out of Government 
securities into other classes of invest- 
ment. 





INVESTMENT HOLDINGS, PURCHASES, AND SALES OF 
COMMON TRUST FUNDS, 19561 


(Dollar amounts in millions) 





Holdings, at 
end of 1955 


Holdings, at 
Cost of | Proceeds end of 1956 


purchases | from sales 





Type of holding? 
At 
market 
value 





and other and 
acqui- redemp- At 
sitions tions market 

value 


As per- 
centage 
of total 


As per- 
centage 
of total 





Total holdings (including principal cash) 
Bonds, notes, and certificates—total 


U. S. Government—total 
Marketable, maturing: 
One year or less 
After one year 
Nonmarketable 


State and political subdivision 


$1, 868.7 
712.0 
342.2 

4.7 
135.0 
182.5 


Domestic corporate—total 
Manufacturing 
Public utility 


Other? 


Preferred stocks—total 
Manufacturing 
Public utility 
Railroad 


Common stocks—total 
Manufacturing 
Public utility 
Railroad 


10.4 
20.0 
Savings accounts -6 
Principal cash 11.1 








100.0 $357.6 
38.1 226.1 
17.2 85.2 


KS Be 
42.1 


$244.9 
160.2 
121.4 


$1,974.4 100.0 
735.1 37.2 
278.5 14.1 
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14Survey of common trust funds operated under 
Sec. 17(c) of Regulation F of Board of Governors. 
Except for funds that reported as of a January 
1956 valuation date in the 1955 Survey and funds 
beginning operation during 1956, data are for 12 
months; terminal dates range from Oct. 1, 1956, 
through Dec. 31, 1956. The 1955 figures shown 
above include data for funds excluded from end-of- 
period figures published in the 1955 Survey (funds 
in operation less than 12 months on Jan. 31, 1956, 
and funds in United States possessions) and minor 
statistical revisions. 

2Nonmarketable U. S. Government securities are 
valued at cost and other holdings at market value. 
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Purchases are shown at cost and sales at proceeds 
realized. Conversions and exchanges of securities 
are treated as sales of securities surrendered and 
purchases of securities received. Stock rights held 
at beginning or end of reporting period are in- 
cluded in appropriate investment category at 
market value. Proceeds from sales of such rights 
are included in proceeds from sales of securities 
during period. Details may not add to totals be- 
cause of rounding. 

8Quasi-Government agencies, and Canadian gov- 
ernment and corporations. 

4Less than .05 of one per cent. 

5Less than $50,000. 


New money coming into common 
trust funds was estimated at $119 million 
or $26 million less than in the previous 
12 month period. The survey estimated 
that 55% of new money was invested in 
bonds, 16% in common stocks, 17%. in 
preferred stocks, and 6% in real estate 
loans and savings accounts, while 5% 
was held in cash. This represents a de. 
cline in the proportion invested in 
bonds, compared to 1955, and an in- 
crease in cash, real estate loans and sav- 
ings accounts. Preferred and common 
stock proportions remained about the 
same. 


Seven funds held more than $50 
million, 12 were between $25 and $50 
million, and 51 were under $1 million. 
While funds were operating in 40 of the 
49 jurisdictions that permit common 
trust funds, 44% of the funds and 60% 
of fund assets were administered in the 
Boston, New York and Philadelphia 
Federal Reserve Districts. Ranked by 
states, Pennsylvania had 38 funds and 
$567 million, Uew York had 37 funds 
and $430 million, and Massachusetts 17 
funds and $175 million. 


Of the 243 funds in operation, 77 
were established before 1950. In each 
year thereafter 20 or more funds were 
started, the highest number being 35 
in 1953. 


As to type of fund, the discretionary 
group included 156 diversified, 13 fixed 


income, and 11 common stockfunds. The 


legal group included 54 diversified, 8 


fixed income, and one common stock 


fund. 


A 2&2 A 


New York Legal List Expanded 


New York Superintendent of Banks 
George A. Mooney has issued a new list 
of bonds permissible for savings bank 
which shows a record total of $32.7 in 
corporate bonds, an increase of $2.5 
billion during the year. Other features 
are inclusion of revenue obligations of 
a number of public bodies covering 
water, gas, sewer or electric services 
which raises the total of this three year 
old section to above $1.3 billion, and 
of two new entities in the authority cate- 
gory, namely, the Erie County and 
Suffolk County Water Authorities. 


The eligible total of $32.7 billion cor- 


porate issues is made up as follows: 66° 


railroads—$7.3 billion; 153 electric and 
gas companies—$14.7 billion; 23 tele 
phone companies—$5.6 billion; 33 i 
dusrital companies — $3.3 billion; 2 
financial organizations—$2 billion 
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IRVING TRUST COMPANY 


NEW YORK 


STATEMENT OF CONDITION, JUNE 30, 1957 











ASSETS 
Cash and Due from Banks . $ 434,225,708 
Securities: 
U. S. Government Securities . 329,424,845 
Securities Issued or Underwritten 
by U. S. Government Agencies . 36,548,046 
Stock in Federal Reserve Bank . 3,150,000 
Other Securities . 3,422,163 
372,545,054 
Loans: 
Loans Guaranteed or Insured 
by U. S. Government 
or its Agencies . 36,241,532 
Loans Secured by 
U. S. Government Securities . 8,055,179 
Other Loans . 785,467,979 
829,764,690 
Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages 19,860,405 
Conventional First Mortgages 
on Real Estate . 559,045 
20,419,450 
Banking Houses . és 16,430,880 
Customers’ Liability for 
Acceptances Outstanding 53,733,779 
Accrued Interest and 
Other Assets . 7,754,874 





Total Assets . . . . . $1,734,874,435 








LIABILITIES 
Deposits . . . . $1,496,661,681 


Bills Payable. ..... 








> 30,000,000 
Taxes and Other Expenses . 12,721,055 
Dividend Payable July 1, 1957 2,000,000 
Acceptances: Less Amount in 
Portfolio . 57,046,684 
Other Liabilities . 6,469,493 
Total Liabilities . 1,604,898,913 
CAPITAL ACCOUNTS 
Capital Stock (5,000,000 shares—$10 par) 50,000,000 
a 55,000,000 
Undivided Profits ‘ 24,975,522 
Total Capital Accounts. 129,975,522 





Total Liabilities and 


Capital Accounts . . . . $1,734,874,435 








U. S. Government Securities pledged to secure deposits of public 
monies and for other purposes required by law 
amounted to $98,858,093. 





DIRECTORS 
RICHARD H. WEST 
Chairman of the Board 


GEORGE A. MURPHY 
President 





HENRY P. BRISTOL 

Chairman, Bristol-Myers Company 
WILLIAM N. ENSTROM* 

Chairman of the Executive Committee 
THOMAS C. FOGARTY 

President, 

Continental Can Company, Inc. 
I. J. HARVEY, JR. 

Chairman, The Flintkote Company 
DAVID L. LUKE, JR. 

President, West Virginia 

Pulp and Paper Company 
J. R. MACDONALD 

Chairman and President, 

General Cable Corporation 
MINOT K. MILLIKEN 

Vice President and Treasurer, 

Deering, Milliken & Co., Inc. 
DON G. MITCHELL 

Chairman and President, 

Sylvania Electric Products Inc. 
ROY W. MOORE 

Chairman, 

Canada Dry Ginger Ale, Incorporated 
MICHAEL A. MORRISSEY 

New York, N.Y. 
PETER S. PAINE 

President, 

New York & Pennsylvania Co. 
LEROY A. PETERSEN 

President, Otis Elevator Company 
J. WHITNEY PETERSON 

President, 

United States Tobacco Company 
DONALD C. POWER 

President, 

General Telephone Corporation 
RAYMOND H. REISS 

President, 

Reiss Manufacturing Corporation 
HERBERT E. SMITH 

Former Chairman of the Board 

and Chief Executive Officer, 

United States Rubber Company 
E. E. STEWART 

Chairman and President, 

National Dairy Products Corporation 
WILLIAM J. WARDALL 

New York, N.Y. 
FRANCIS L. WHITMARSH 

President, 

Francis H. Leggett & Company 

*Died June 30, 1957 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Closed-End Investors 
Seek Inflation Hedge 


| enim AGAINST INFLATION 
ranks almost equally with future re- 
tirement income and better income on 
savings as the primary objective of the 
shareholder in closed-end investment 
companies. This is disclosed in the pre- 
liminary findings of a survey of the 
closed-end funds published by the Na- 
tional Association of Investment Com- 
panies. As a companion study to an 
earlier survey of mutual funds (T & E, 
Jan. 1956, p. 65) it is of particular in- 
terest because it appears to show how 
the inflation fear psychology has _in- 
creased. In the first survey protection 
against inflation ranked a poor third 
after the other two primary objectives, 
being given by 15.9% of regular account 
shareholders as their reason for invest- 
ing versus 23.6% in the current study 
of closed-end companies. No comparison 
is made by us with the accumulation 
plan mutual holder since the new survey 
does not include separate figures on the 
comparable-M. I. P. investor. 


The primary appeal for the investor in 
the closed-end fund. according to the 
recent survey, is diversification, with 
approximately half the accounts men- 
tioning this feature. Management ranked 
a distant second, claiming the preference 
of only a quarter of the accounts. Results 
here paralleled fairly closely those of the 
earlier survey of mutual shareholders 
in spite of the fact that also, as in the 
case of the questionnaire on which that 
survey was based, ‘management’ ap- 
peared above ‘diversification’ in the list- 
ing of choices. This is exceedingly in- 
teresting, particularly with respect to the 
most recent study, since 41% of the ac- 


counts gave the value of other corporate 
stocks held as $25,000 or more. 


As might be expected, the typical or 
median investor in the closed-end com- 
pany has higher income as well as some- 
what more in outside assets than the in- 
dividual account holder in mutual funds. 
The family income of the median closed- 
end investor was $8,850; for the mutual 
investor it was $6,987. Closed-end ac- 
counts with family incomes in excess of 
$15,000 numbered one fourth of the 
total versus 17% of the mutual share- 
holders in the earlier study. About 30% 


of all investors in the closed-end com- 





Composite Picture of Investment 
Company Shareholder* 


Reg. Account 
Mutual 
Holder 

(Median) 


Closed-end 
Holder 
(Median) 


Age 


55.1 yrs. 54.3 yrs. 
Family income 
$ 8,850 $ 6,987 


Funds held 


Value of shares held 
$ 4,685 
Amount of recent purchase 
$ 1,030 


$ 4,920 


$ 1,055 
Other Assets 


No. corporate stocks held 
1.3 4.8 


Value of corporate stocks held 

$17,300 $12,940 
Bank accounts & savings bonds 

$ 4,550 $ 3,612 
Life insurance 

$12,140 $ 9,235 
*Slight adjustment might be necessary 
because of earlier date of mutual survey. 
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STOCh FUND 


A mutual investment fund seeking possible growth of principal 


and income primarily through diversified investments 


in selected common stocks. 


Managed by 


EATON & HOWARD 


INCORPORATED 


24 Federal Street 
BOSTON 


BOSTON 


ESTABLISHED 1924 


Russ Building 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 





panies are professional people and 4p. 
proximately 20% are in the executive. 
administrative group. The composite jjic- 
ture of the closed-end shareholder as de. 
picted in the recent survey follows along 
with that of the regular account mutual 
investor presented in the earlier study, 


Funds Now Legal for 
Illinois Guardians 


A new Illinois law, effective July 1, 
permits investment in investment com. 
pany shares as well as preferred and 
common stocks by guardians and con- 
servators up to one-third of the market 
value of the estate at the time of invest- 
ment. To be eligible, an investment com. 
pany must fill certain requirements, 
similar in most respects to provisions ap- 
plicable in certain partial prudent man 
jurisdictions such as _ Pennsylvania. 
These are that the company: 

1. has earned a net profit in 12 of 

the preceding 16 years; 

2. has paid dividends in some a- 

mount in each of at least 12 of the 

preceding 16 years; 

3. is registered as an open-end or 

closed-end management type com- 

pany (corporate or trust form) with 
the SEC under the Investment Com- 

pany Act of 1940; 

4. has net assets of not less than 

$10 million at the date of the pur- 

chase by the guardian or conserva- 
tor; 

5. does not have preferred shares, 

bonds, loans, or any other outstand- 


ing securities ahead of its common 
stock. 


Unique Film Released 
By Investment Companies 


Departing radically from the usual 
education pattern and conservative meth- 
od of telling a financial story, the na- 
tion’s investment companies have scored 
a “first” with the release of “The Hope 
that Jack Built”, an animated motion 
picture in technicolor. The eight-minute 
film tells the story of what Jack and 
Penny Saver did with a small sum of 
money left over from the family budget 
and in an extremely pleasing vein shows 
how after being approached by the race 
horse tipster, the knowing brother-in- 
law with the ‘right’ stock and sundry 
others, the couple is finally carried into 
the story of investing and at last the 
investment company. 


Produced for the funds by Robert 
Lawrence Productions, Jnc., some of the 
most creative talent in the animate: film 
industry was employed. An origin:! mu: 
sical score and many unusual animation 
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techniques combine to make the picture 
one of the most delightful short runs we 
have witnessed in some time. It is so 
refreshing, so truly modern in the sense 
of good taste and above all so perfect in 
technical finesse that our only question 
might be whether it is “too clever” to 
do the job intended by its sponsors. 


Variable Payment Fund Offered 


Investors Diversified Services has in- 
troduced a new fund designed to meet 
the “needs of persons interested in build- 
ing up a retirement fund or an estate” 
through regular investing in a mutual 
invested primarily in common stocks 
with all dividends from income and capi- 
tal gains distributions automatically re- 
invested in additional shares at asset 
value. The new fund may be offered by 
salesmen either alone or in conjunction 
with fixed face-amount investment certi- 
ficates issued by the affiliated Investors 
Syndicate of America under what the 
sponsor has termed its Balanced Income 


Plan. 


Organization of this new fund and its 
use in conjunction with a fixed income 
certificate—all sold by the same sales- 
man—is still another mutual’s solution 
to the problem that life insurance people 
are attempting to meet with the variable 
annuity. In our February column we 
discussed plans that had been put into 
eflect by open-end sponsors and in par- 
ticular the then new Variable Systematic 
Withdrawal Account introduced by Hugh 
W. Long and Co. Various payment op- 
tions have been available for some time 
to holders of the Investors Syndicate 
fixed sum certificates. In the new vari- 
able payment fund there will be three 
options: 


(1) Variable payments at stated in- 
tervals over a predetermined number of 
years “to spread the pay out ....ona 
basis that will tend to be reasonably re- 
sponive to changes in the purchasing 
power of the dollar”; (2) varying 
payments monthly, quarterly or an- 
nually of a stated number of shares at 
each period until all shares are re- 
deemed; and (3) ‘periodic redemptions 
to provide a specified dollar amount each 
period until all shares are redeemed. Bu: 
the | aunting question is still the same as 
it hss been with every plan other than 
the variable annuity What if you 
live a very, very long life? 

Resort Airlines (Del. ) 
Becomes Townsend Investment Co. 

The name of Resort Airlines (Dela- 


Ware has been changed to the Town- 
send investment Company, and Morris 
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Common Stock Portfolio of 
Open-End Investment Companies 


(Based on Latest Available Financial Reports, 
Late 1956 20 Open-End Companies Represent- 
ing 74.3% of NAIC Open-End Company Assets) 


Textiles 80.33 
Motion Pictures @0.35 Corporate 
Air Transport. 90.42 Bonds 
RR Equip. @ 0.56 
Tobacco @ 0.57 
Agricult. Equip. @@ 0.60 
Containers @@ 1.08 
TV & Radio MMM 1.41 
Food & Bev. SM 1.66 
Office Equip. Sm 1.96 
Elec. Equip. mmm 2.08 
Retail Trade SMM 2.08 
Machinery SM 2.23 
Drugs Sm 2.40 
Aircraft Mfg. Sm 2.44 
Auto & Access. == 3.11 
Rubber aE 3.24 
Bidg. Mat. & Equip —_ 3.64 
Natural Gas © 3.70 
\; mmm 4 06 
Pape mm 4 23 
Rail 02s I S36 
Metals & Mii TT 54 | 
Chenicas = 5 83 
‘Sc | mms 9 95 
RRSP RMNRRCIS: sean: 
Poli |); __—rerrrremmmememmmms 2° 
IRIE Te 
TOTAL COMMON STOCKS 10000°. 


Cash and Equiv 







Common Stocks 
81.0 


DISTRIBUTION OF ASSETS 
OPEN-END COMPANIES 


March 31, 1957 











Source: Naticnal Association of 
Investment Companies 





M. Townsend, formerly vice president 
service of managing portfolios of in- 
and director of the Axe-Houghton mu- 
tual funds, has been elected president. 
Clinton Davidson assumes the office of 
board chairman. The re-vamped invest- 
ment company, which controls Resort 
Airlines (N.C.), an operating company, 
will concentrate on special situations 
with growth as the primary objective. 
Of particular interest will be the acqui- 
sition of other companies and mergers. 
Mr. Townsend, long connected in the in- 
vestment field, was national director, 
banking and investments, of the U. S. 
Treasury's Savings Bond Division pre- 
ceding his affiliation with the Axe or- 
ganization in 1949. He will continue to 
serve Axe as an independent consultant. 
Mr. Davidson heads the Estate Planning 
Corporation. 


CAPITALABOR NOTES 


®@ U.S. Steel shareholders have approved 
a stock purchase plan for the company’s 
salaried workers. Employees may elect 
salary deductions up to 8% (with more 
than 1 years’ service) and can decide 
whether to invest entirely in Government 
securities or half in company stock. The 
company’s contribution equals half what 
the employee puts in, and is all in com- 
pany stock. Participants’ rights vest 
after three years. This plan was adopted 
in lieu of a supplemental unemployment 
benefit program such as the United Steel- 
workers of America negotiated last year. 
Already 90% of eligible employees are 
taking part. 


Some of the other corporations with 
stock purchase plans in operation are: 
Allegheny Ludlum Steel, American Can, 
Chrysler, Crown Zellerbach, Ford, Frue- 
hauf Trailer, General Motors, General 
Refractories, New Haven RR., New York 
Central, Skelly Oil and United Airlines. 
General Motors also has an executive 
stock option plan which it has coordin- 
ated with its existing stock and cash 
bonus plan. The latter functions on a 
basis designed to enable the cash bonus 
to pay the: tax on the stock bonus. 


e@ Three stockholder proposals relating 
to ceilings on stock options, limit on pen- 
sions and bonus plans were defeated by 
margins of about 7 to 1 at the annual 
meeting of International Telephone and 
Telegraph Corp. 


@ A twenty page report on 1956 receipts 
and disbursement for 134 health, welfare 
and pension funds has been released by 
David Dubinsky, president of the 450,000 
member International Ladies Garment 
Workers Union. Resources of these funds 
total $189,960,821. Receipts in 1956 (plus 
interest) came to $65,844,059 and dis- 
bursements to $44,732,638. The adminis- 
tration costs for all health and welfare 
funds were 5.61% of receipts. Half of 
this cost is for periodic audits. This is 
the first time an international union has 
voluntarily opened its books for the wel- 
fare funds. 
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Indices are based on fund operations during the period covered and are not a 
representation of future results. They should be considered in the light of the 
individual companies’ investment policies and objectives and the characteristics 
and qualities of the investments of these companies. 


HENRY ANSBACHER LON@ 









































































































































Reference should be made to the introduc- a I 2 3 4 5 6 7 8 | 
tery article in July 1949 issue, outlining pur- || present | 12/31/35 to 12/30/39 to = 

poses of publication and considerations in neat at aa? | 

selecting stock and cost-of-living averages, Pd ; Principal : Inc. Principal 2 
periods and in interpretation of data. agin Principal High Low Princ. Jo Low High Prin, = 

= 

BALANCED FUNDS | 
American Business Shares 1939 — _ _ 100.0 — 65.9 174.8 173.6 0 | 1 
Axe-Houghton Fund “A” _... 1938 — — — 100.0 — 71.4 264.6 264.6 M0 | 9 
Axe-Houghton Fund “B” 1938 — — — 100.0 — 83.1 297.5 297.5 i | 
Sy a SE Ea Se 1932 103.1 171.9 72.6 100.0 3.46 60.2 228.3 2283 M5 | 2 
Commonwealth Investment _ = 1932 106.3 168.4 645 100.0 3.05 73.5 281.6 281.67 | 2 
Eaton & Howard Balanced _. 1932 114.5 134.7 80.0 100.0 4.27 73.6 246.8 246.8 Mo 9 
Fully Administered Fund (Group Securities) . 1938 — — — 100.0 —_ 69.4 182.0 180.6 87 1 
General Investors Trust __. 1932 110.0 152.7 71.4 100.0 4.20 65.2 173.8 171.9 8 1 
Investors Mutual 1940 — — — — — 73.5 204.2 204.2 10 9 
Jounston Mutual Fund .. 1947 = — — — — — 251.5 251.5 4 2 
Nation-Wide Securities* * 1932 102.6 174.6 70.3 100.0 2.32 59.6 170.5 170.3 Bl | 1 
mwmompoleng Oamde 1931 117.4 159.1 70.8 100.0 2.85 61.4 194.8 19487 | 2 
George Putnam Fund _... 1938 — — = 100.0 2.76 69.2 204.3 203.2 16 2 
Scudder Stevens & Clark 1928 97.4 119.2 75.7 100.0 3.25 80.9 200.0 200.0 5 2 
Wellington Fund a 1928 105.2 148.4 69.5 100.0 2.41 75.0 213.3 213.3 7 9 
Whitehall Fund _.. 1947 —_— = —_~ — — — 258.7 258.7 iS D, 
Ceemiemrmmue (CO) 1939* —_ _— — 100.0 —_ 65.1 299.1 297.9 2 
AVERAGE: BALANCED FUNDS com 107.1 153.0 71.8 100.0 3.17 70.1 221.7 2213M9 | 2 

STOCK FUNDS | 
Affiliated Fund*** 1939 -_ _ _ 100.0 ween 50.2 244.3 242.093 | 2 
Broad Street Investing Corp. == 1932 109.9 156.6 76.6 100.0 3.60 60.1 295.9 295.93 | 3 
Bullock Fund —. 1932 109.8 168.8 69.6 100.0 177 61.0 284.0 284.0 1 2 
SS SS eee ona 1937 — — — 100.0 — 76.1 210.8 210.3 16 D, 
Diversified Investment Fund, Inc.*** (c) —. 1944 _— — _ —_ — — 211.1 211.15 | 9 
SOE a ee 1932 109.0 163.2 70.7 100.0 1.88 62.1 235.8 235.8 Bp9 2 
Dreyfus Fund**** _ ee Ney 58 oe Peet 1947 _— — -— — — — 264.7 262.8 Hp? D, 
Beton @ Howard Stock — 1931 107.1 147.0 74.4 100.0 3.86 62.7 345.4 345.4 BT 9 
Fidelity Fund 1943 -— _ — — ~ — 346.4 345.1 #9 3 
Fundamental Investors 1932 105.2 146.0 67.4 100.0 2.98 64.8 366.8 366. 4 
Incorporated Investors _ == 1925 103.6 165.2 80.2 100.0 2.58 63.9 367.2 366.5 @ 4 
Institutional Foundation Fund (c) — 1944 — a — — —_ — 240.5 240.3 7 9 
Investment Co. of America 1939* _ — — 100.0 _ 69.0 288.8 288.8 567 3 
Knickerbocker Fund 1938 _— —_ — 100.0 — 59.8 144.1 143.6 19 1 
Loomis-Sayles Mutual Fund (c) —---.____ 1929 72.4 131.7 87.7 100.0 2.54 74.2 230.8 230.8 HD9 9 
Massachusetts Investors Trust >= 1924 110.7 147.5 72.8 100.0 3.88 50.7 299.2 296.8 HBT 9 
Mass. Investors Growth Stk. Fund 3 1934 114.2 157.0 70.8 100.0 3.31 57.4 316.7 316.7 #9 3 
Mutual Investment Fund (c) 1926 129.7 173.4 75.5 100.0 4.31 56.1 208.8 208.8 5 2 
National Investors _ Eee dd eee PORE 1987* a _ 65.9 100.0 3.10 60.7 361.9 361.5 3 9 
National Securities — Income*** (c) __ 1940 — _— _ —_— a 66.0 142.2 141.7 9 1 
Selected American Shares 1933 123.8 178.1 80.4 100.0 3.30 60.9 244.6 242.6 97 9 
Sovereign Investors... == 1936 — 166.6 68.6 100.0 1.78 62.5 192.7 192.7 #0 1 
State Street Investment Corp. >= 1924 92.8 155.2 74.0 100.0 3.75 60.7 275.1 275.1 ibd 9 
Wall Street Investing Corp. (a) 1946 —_ — _ — — — 332.5 331.185 3 
AVORAGe: SPOCK. FUNDS — 107.4 158.2 73.9 100.0 3.05 62.5 278.7 278.2 M2 Q 
500 STOCK INDEX (Standard & Poor’s)n ___ _— 107.5 149.6 68.1 100.0 — 59.8 328.5 328.5 9 
CONSUMERS PRICE INDEX (B.L.S.)n ___ — =~ — _— 100.0 — 99.8 193.6 191.9 1 
CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS . es 
PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all pe 
distributions from capital gains and other capital sources. cc 
COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through ae 
1939 by the 1939 base offering price. * 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 


COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices at the respective dates indicated are added 
all capital distributions to such date and the resultant sum is divided by the 1939 base offering price. 


GOL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and _ interest 
on their portfolio securities (excluding all capital distributions). 

COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 
dates by the average of the twelve month-end offering prices ending on the corresponding dates, 


COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two 
preceding annual periods. 
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No responsibility is assumed, in so far as compliance with the v non na of Policy is 
concerned, for the employment in whole or in part of the index by issuers, under- 
writers or dealers. Current income returns based on June 28, 1957 offering prices are 
available on request. 


INENDEX of MUTUAL FUNDS 




































































8 10 Il 12 13 14 15 16 17 18 19 20 
—6/} 6/29/56 5/31/57 Last 24 mos. 6/28/57 Last 12 mo. Div. % 6/28/57 5-Yr. Avg. 
Inc. Inc. Principal os Ca Prin. Less Cum. Net Invest. 
rin, | Prin. % Prin. %o Low High Principal I : Di a Cap. Distr. (Bid) Income % 
ne. istr. 
73.6 BO | 174.3 3.29 | 169.6 3.65 167.1 1972 167.6 | 3.68 221 102.8 3.48 
64.6 0 269.6 2.68 268.4 2.70 256.3 275.8 263.8 | 2.72 6.52 178.7 2.71 
97.5 Wd 308.9 PA i | 310.0 2.92 283.8 316.4 307.8 2.93 4,29 229.3 3.26 
283 B5 241.7 2.65 245.4 2.69 220.5 250.1 242.3 2.70 4.55 187.4 2.98 
816 7 | 295.8 3.06 300.2 3.09 270.2 306.9 ~294.5 3.20 3.10 4235.9 3.37 
468 0 | 264.4 2.85 | 271.7 2.80 | 236.9 274.7 4266.4 2.85 1.78 4930.5 3.18 
80.6 7 186.6 3.40 182.3 4.21 173.9 192.0 180.2 4.24 4.65 127.4 3.40 
[71.9 8 183.9 3.41 188.0 3.68 168.2 189.7 7185.2 3.70 6.54 7134.7 3.75 
204.2 0 210.4 3.38 212.1 3.66Vv 196.9 217 2 +207.7 | 3.67 1.54 *191,1 3.70 e 
251.5 4 270.8 3.16 276.2 3.05 242.9 280.7 7273.3 3.05 2.35 +238.9 3.35 e@ 
170.3 Bl 177.8 oa 178.3 3.47 166.9 185.7 174.6 3.49 3.64 135.1 3.66 
194.8 7 202.2 3.56 199.8 3.60 190.1 205.5 197.8 3.61 1.05 143.8 3.72 
203.2 6 ZAL.2 2.88 215.8 3.13 193.6 219.4 213.0 3.14 3.65 168.7 3.27 
200.0 5 208.9 2.85 210.4 3.02 192.2 216.5 207.6 3.03 4.31 165.6 3.13 
213.3 7 223.5 3.06 | 225.1 3.12 205.7 230.3 7222.5 3.13 3.13 +167.9 3.28 
258.7 BBS 268.6 3.30 273.4 3.54 251.3 278.3 7266.6 3.56 5.26 7210.2 3.60 @ 
297.9 HD? 304.9 3.14 308.0 3.49 288.2 314.2 305.7 3.50 4.55 203.1 3.28 
291309 | 231.2 3.09 232.9 3.27 213.5 238.5 229.4 3.29 3.66 169.9 3.37 
| 
| 
242.0 BR3 | 249.9 3.36 253.8 3.58 235.1 255.8 +250.9 3.75 4.06 ‘+150.8 3.83 
295.93 | 315.0 3.56 326.0 3.61 283.3 330.6 +317.7 3.63 4.31 7250.6 4.06 
284.0 il | 309.9 2.64 324.5 2.89 270.8 $328.5 322.5 2.96 4.23 254.5 3.40 
210.3 96 216.8 2.93 221.9 3.14 204.3 224.2 221.1 3.15 5.13 121.0 3.34 
211.105 | 219.1 4.01 215.9 3.99 205.0 226.8 214.3 4.01 4.01 175.5 4.35 e 
235.8 99 256.1 2.81 254.0 3.09 227.6 264.9 256.8 3.10 3.36 202.9 3.42 
262.8 2 287.2 1.94 322.8 1.86 243.6 $329.5 325.0 1.84 3.58 270.6 2.59 e 
345.4 7 376.9 2.35 398.4 2.38 327.9 $400.2 7391.8 2.42 1.57 +334.0 2.87 
345.1 4 | 366.5 3.49 376.9 3.41 823.4 381.1 7372.0 3.42 3.67 7311.9 3.91 e 
366. | 407.6 2.89 425.4 2.88 844.4 432. 423.9 2.88 3.44 350.1 3.50 
366.8 Bs | 411.1 2.48 417.3 2.52v $41.8 439.0 415.9 2.53 4.28 326.7 3.03 
240.3 7 | 248.3 3.34 246.8 3.95 232.1 256.3 244.7 3.97 3.46 se a yf 3.66 e@ 
28887 | 317.3 2.49 326.9 2.48 2792 831.8 7324.0 2.49 7.19 7216.2 2.95 
143.6 969 144.0 3.78 142.6 3.74 139.9 146.3 141.7 3.76 3.38 81.0 2.93 
230.8 #09 242.0 2.74 245.2 2.95 225.2 $246.3 243.2 2.96 6.07 153.2 2.88 
296.8 7 335.8 3.37 349.1 3.29 282.0 356.8 4343.5 3.37 1.12 4315.0 3.81 
316.7 9 362.1 1.88 389.4 1.81 291.6 $396.2 389.4 1.80 4.29 312.5 2.25 
208.8 B75 214.5 2.82 217.4 2.86 200.3 220.4 214.1 2.87 3.65 163.8 2.75 
361583 | 398.0 2.30 432.0 2.38 332.6 $438.7 7430.4 2.37 5.01 $329.1 2.74 
141.7 9 | 142.2 4.58 138.1 4.86 185.2 147.7 136.7 4.89 3.98 106.6 5.08 e 
242.6 7 262.2 3.01 266.9 3.06 230.1 274.7 +262.7 3.08 9.25 177.9 3.48 
192.7 0 | 199.7 3.56 201.3 3.99Vv 180.6 211.3 7198.4 3.99 1.45 7164.9 4.19 
275.1 4 294.4 2.41 316.0 2.62 273.8 319.0 316.0 2.62 8.93 192.1 2.65 
331.1 5 341.6 2.76 358.5 2.94 308.4 363.5 4348.0 3.07 1.28 +322.8 3.40 e 
278.292 | 300.3 2.84 312.3 2.95 263.9 318.6 309.7 2.97 4.22 233.4 3.23 
328.5 | 376.1 — 379.7 — 329.8 398.2 379.3 — —_ — oo 
19198 | 195.0 — | 200.7 — | 1921 200.7 ~~ me — | ny on 
CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 
sources, for the current annual period. 
COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 
age of all those stock or balanced funds in existence at the time. 
® Principal i i : ***Not included in balanced or stock average: 
+ Sage 2 tr ptt spate a gaeeteeais Wisconsin Investment Co. balanced fund for too short a period. 
t High reached current month. Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
‘v) Adjusted Diversified Investment & National Income are partially invested in high 
n New revised series adjusted to Dec. 1939 base. income bonds and preferred stocks. 
* Date commenced operation as Mutual Company. Column 19 for funds organized since 1946. 
* Became Balanced Fund in 1945. ****Name changed from Nesbett Fund. 
, (+) Does not reflect new acquisition cost. Dreyfus now in stock grouping; New England in balanced. 
Capital gains tax otjacmeant will be made in 
- revised index. 
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CHEMICAL 
CORN EXCHANGE 


BANK 


165 Broadway, New York 


Condensed Hlatement of Condition 


At the close of business June 30, 1957 


ASSETS 


Cash and Due from Banks . . $ 752,925,458.65 
U. S. Government Obligations 434,355,768.82 
State, Municipal and Public Securities 254,158,044.34 
Other Bonds and Investments 12,374,971.75 
Beene... . . . . 1,559,240,638.42 
18,831,230.00 
Customers’ Liability on Acceptances 52,238,445.68 


Accrued Interest and Accounts 
Meemvabie . . . ltl 9,480,404.59 


Other Assets . 1,916,559.85 
$3,095,521,522.10 


Banking Premises and Equipment 











LIABILITIES 


Capital Stock ($10par) $ 53,138,250.00 
Surplus. . ..._—_ 146,861,750.00 
Undivided Profits . 36,088,352.67 $ 236,088,352.67 
Reserve for Contingencies .... 3,371,188.31 
Reserves for Taxes, Expenses, etc. 11,815,438.08 
Dividend Payable July 1, 1957 . 2,656,912.50 
Acceptances Outstanding (Net) . 56,762,431.86 
Wie Payable ...... 50,000,000.00 
Other Liabilities . 6,283,078.98 
2,728,544,119.70 
$3,095,521,522.10 





Deposits . . . 











Securities carried at $223,565,900.75 in the foregoing statement are 
deposited to secure public funds and for other purposes required by law. 
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President, 
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The Duke Endowment 
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Trustee 
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Dyuamte Tudustry..... 


A Series of Reports on Corporate Developments of special interest to Trustees 


and other long-term Investors 


The field of HEAT and POWER— including ATOMIC ENERGY—is explored by 


HE FIRST PATENT FOR STEPHEN 

Wilcox’s water tube boiler was 
issued in 1856, 101 years ago. The Bab- 
cock & Wilcox Company grew out of a 
partnership formed in 1867 between 
George Babcock & Stephen Wilcox when 
they patented and marketed the first 
“Non-Explosive Steam Boiler.” Last 
year, the company which still bears the 
names of these two Americans sold $281 
million worth of equipment for making. 
controlling, measuring, cleaning, carry- 
ing and otherwise helping to produce 
heat for power. 

This equipment was bought by a wide 
range of industries and facilities requir- 
ing steam for a great variety of applica- 
tions. It ranged from a steam generator 
nearly as tall as the Statue of Liberty for 
a utility plant, to the inner workings of 
a nuclear-powered submarine and _ to 
tubing for aircraft and many other ap- 
plications. The organization supporting 
this versatile productive and marketing 
effort has grown from two men with a 
sound idea to a company of more than 
25,000 people. 


A high degree of autonomy char- 
acterizes each of the company’s plants, 
with the aim of developing managerial 
flexibility and carrying out the policy of 
product concentration. In the Boiler 
Division, with works at Alliance and 
Barberton, Ohio. Wilmington, N. C., 
West Point, Miss.. Paris, Tex., Bruns- 
wick, Ga., and Lynchburg, Va., the prac- 
tice is specialization for economy of 
operation and equipment. This is sub- 
ject, however, to allocation of orders to 
the facilities nearest the purchaser to 
save ‘ime and shipping costs. 


BS \W’s operations have been diversi- 
fied by extension of related lines, as 
exemplified by the Tubular Products 
Division at Beaver Falls. Pa., Alliance, 
Ohio and Milwaukee, Wis.; the Re- 
fract: ries Division at Augusta, Ga.; and 
the A-omic Energy Division engineering 


office; and critical experiment labora- 
tory «: Lynchburg, Va. Affiliated are the 
Jety 1957 


trust investment officials with the aid of 


M. NIELSEN, president 
The Babcock & Wilcox Company 


Diamond Power Specialty Corp. in Lan- 
caster, Ohio — makers of boiler water 
gauges, boiler cleaning equipment and 
industrial television equipment; Bailey 
Meter Co. in Cleveland—makers of 
monitoring and control systems for 
power plants and analog and digital 
computer systems; and a sales agency 
(A. M. Lockett & Co., Ltd.) in New 
Orleans. Babcock & Wilcox Ltd. was 
started by the American company as an 
English branch, but was sold years ago, 
and is in effect both competitor and 
collaborator on world-wide contracts. 


Boilermaking, however, is still the 
company’s primary activity. Because 
users are constantly experimenting to 




















In this composite picture, a man_ stand- 
ing atop B&W’s giant new U.P. steam gener- 
ator could look Miss Liberty straight in 
the eye. It will serve a turbo-generator on 
the American Gas & Electric System pro- 
ducing enough electtricity to meet the resi- 
dential needs of a city of 4,000,000 people. 
This and a companion unit will be the 
largest steam generators.in the world. 





gain greater efficiency in operation, the 
design and layout of boilers vary with 
the individual installation, and boiler 
manufacture remains almost entirely a 
custom-tailored job. 


Smoothing Peaks & Valleys 


Historically, buying habits of utilities 
and other large users of steam generat- 
ing equipment have been cyclical. Utili- 
ties operate on a policy of installing gen- 
erating capacity which allows for a 
margin over and above immediate de- 
mands, usually about 16 to 18 per cent. 
As demands increase and these margins 
begin to decrease appreciably, the utility 
places equipment orders for an expan- 
sion program. While increases in elec- 
trical demands vary somewhat from area 
to area, they have a general national 
pattern which, in the past has resulted 
in very heavy ordering for a period, and 
then very light ordering. This has given 
the industry as a whole an up-and-down 
reputation. 


The continually expanding demands 
for power have made more public utility 
companies want to be “on the books” 
for this custom-designed equipment, and 
with reason: it may take as long as 18 
months to fabricate a single large steam 
boiler. In the face of the projected in- 
crease in power requirements between 
now and 1975, which are expected to 
double, it is hoped that the peaks and 
valleys of the equipment: industry will 
tend to level, as more and more cus- 
tomers plan their expansion and replace- 
ment programs on a more even schedule. 


It was the failure, several years ago, 
to recognize the belief in the growth 
of electric power, that brought on much 
of the “forced draft” boiler production 
of recent years, Mr. Neilsen said. Today’s 
management of most companies, for- 
tunately, is aware of the reliability of 
forecasts for power demands and also 
aware of the time problem involved in 
producing new facilities. Big boilers 
must be planned ahead, he explained, 
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and pointed, as an example, to the com- 
plexities of just one such unit, a 14- 
story-high boiler B&W is now building 
to produce 2,400,000 pounds of steam 
per hour; the blueprints alone, required 
in design, purchasing, manufacturing 
and erection weigh 1200 to 1400 pounds. 


The closest approach to standardiza- 
tion—or “assembly line” production— 
in the boiler field, according to Mr. 
Nielsen, is B&W’s “FM” unit. This is 
delivered ready to back up to the stack 
and after connecting the necessary serv- 
ices—water, fuel, etc.—produce 10,000 
pounds of steam per hour. Superheaters, 
economizers and other auxiliary equip- 
ment also made by B&W give further 
economies to heat or power-making 
units. Once a boiler is installed it lasts 
for many years. Some parts, however, do 
need replacement and this work is a 
highly respected part of B&W’s business. 
Not only because it brings in orders, but 
because the company is fully conscious 
that when a boiler is out of order it is 
costing the customer money and B&W 
wants to help him with his problem in 
any way it can. 


Diverse Needs Call for 
Special Facilities 

Fabrication requires giant-size facili- 
ties from materials handling to metal 
forming. Like the automobile industry, 
this requires heavy plant investment and 
constant research in metallurgy and de- 
sign. The technical problems arising 
from these sources, plus research into 
nucleonics, demand more highly spe- 
cialized skills as well as manufacturing 
facilities. 

In outlining the company’s manufac- 
turing policy, Mr. Nielsen cited two 
cases that typify the “diversification” 
attitude. The Tube Division was started 
to assure a regular supply of quality 
boiler tubing with resulting economies 
and time-savings. But these tube and 
pipe-making facilities lend themselves 


to such a variety of end-product use that 
about 75% of output is now sold to 
others. 


Another outgrowth of boiler building 
was the development of faciilties for 
alloy steel production. Combined with 
advancements in tubing manufacturing 
processes, this led to the production of 
specialty tubing for a wide range of 
uses including the food processing, 
petroleum and chemical industries and 
mechanical tubing for automotive parts, 
bearings and the aircraft industries. 

Another example of diversification 
cited is the Bailey Meter Company, a 
B&W subsidiary which provides a full 
range of controls for use on both B&W 
and other manufacturers’ equipment. 
This is a highly competitive end of the 
business and some forty others present- 
ly are active in the field. Diamond Power 
Specialty Corp., another subsidiary, also 
lends to the company’s diversification. 
Diamond produces soot blowers for 
cleaning heating surfaces, boiler water 
gauges and industrial television equip- 
ment for a wide range of uses. 

The pricing problem—which plagues 
makers of custom-type equipment with 
lengthy production lags—is solved main- 
ly by escalator clauses in contracts. Only 
small boilers are sold at a fixed price, 
because production time is shorter. 

Many companies, it has been ob- 
served, go after Government cost-plus 
contracts, partly to build up both work- 
ing force and technical experience, and 
partly to improve volume position in the 
industry. Medium-size companies must 
temper their activity in this area both 
to avoid interference with their op- 
portunities to serve their customers’ 
needs, Mr. Nielsen feels, and also to 
preserve the valuable exchange of know- 
how and collaboration on _ research 
stimulated by customer contacts. 

Considerably more is done in this 
area than may be directly charged on 


Huntley Station of Niagara Mohawk Power Corporation in Buffalo, N. Y. 


the books as “research expenditures,” 
particularly in a custom-made type of 
unit. A company must keep its muscles 
supple not only by objective research, 
but by studying—and adapting, where 
possible—new materials and methods, 
New metals and alloys, including the 
new glass with metallic properties, offer 
challenge and opportunity to the com. 
pany that doesn’t rest complacently on 
its oars. 


B&W engineers have helped develop 
installations which utilize industrial by. 
products as fuels, such as those from 
paper and pulp, and petroleum process. 
ing, which might otherwise go to waste. 
B&W refractories, developed initially for 
use in boilers are now used extensively 
in metal, chemical, ceramic and _pe- 
troleum industries, and the company’s 
new “Kaowool” insulating material 
which is being tested for nuclear appli- 
cations is also being used as insulation 
on the tailpipes of jet airplanes. 


Mr. Nielsen paid tribute to the good 
work of the utility companies in holding 
down costs and making use of all modern 
methods of more efficient electrical pro- 
duction. He explained that despite the 
fact that virtually all commodities have 
risen in the past two decades, electricity 
has gone down in price continuously. 


When B&W built its new plants after 
the war it planned to locate them in 
areas of coming population and power 
growth. This is bearing fruit and tends 
to shorten shipping distances to utility 
customers—and shipping costs are be- 
coming a more important factor than 


ever in view of the heavier components — 


which are inevitably a partner to steam 
generating units of high capacities. 
Some steam drums now being built by 
the company have walls up to seven 
inches thick, and weigh more than 235 
tons. 


Nuclear Research Important 
For Future 


Regarding the foreseeable effects of 
nuclear energy on the conventional 
power field, Mr. Nielsen agrees with the 
feeling in key utility and government 
posts; nuclear energy will be a highly 
necessary complement to customary fuels 
rather than an economically upsetting 
competitior. “All that our company is 


- doing,” he said, “is providing the best 


possible equipment to convert any or the 
best available kind of fuel into economic 
and adequate heat and pressure to turn 
the generators that produce power.” 


Operating profits from atomic energy 
work are still in the future, the B&W 
president believes. The job of proving 
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new design and equipment takes more 
time and know-how in atomics, and ex- 
perimentation is continuing. These 
things promise, however, to show new 
areas of use and improvement in pro- 
duction. 


B&W has been awarded the contract 
to design, construct, and install the first 
nuclear-propulsion plant for a surface 
ship, and is now working on the design. 
The pressurized water reactor chosen 
to power the merchant passenger-cargo 
ship is expected to generate 20,000 shaft 
HP, and is scheduled to be completed in 
three years. But the groundwork for this 
project was laid during the war, when 
B&W not only provided so large a part 
of our maritime power but was research- 
ing the “new fuel.” 


Comparing the approach of the 
atomic power industry to that taken to 
develop the conventional power busi- 
ness, Mr. Nielsen explained that progress 
in the conventional field was made best 
from the study of existing plants. The 
high degree of development of conven- 
tional power installations has come from 
years of study in the field and of con- 
tinuous improvement of one plant over 
a preceding plant. He believes that this 
would also be the most logical approach 
in nuclear power. “We must build some 
plants, and study them, and improve 
upon them, and then build other plants 
from what we have learned,” he said. He 
feels it would be wasteful to rush head- 
long into a “crash” atomic power plant 
program. 

Commenting on recent reports of ex- 
perimentation on the use of hydrogen 
or fusion-base nuclear power by a Texas 
utilities group, it was pointed out that 
with vast local supplies of oil and gas, 
there is no immediacy of planning for 
other fuel needs in that area and in such 
environment they can afford to research 
with the longer view. 


Tempering ever greater future ex- 
pectations with the realism of a pro- 
duction engineer, the president of Bab- 
cock & Wilcox called attention to the 
strides in more efficient conversion of 
coal and other fuels into electricity and 
referred to such installations as the new 
supercritical boiler recently built by 
B&W for the American Gas and Electric 
Company now operating at its Philo, 
Ohio plant. This is the first such boiler 
to go into commercial operation ahd, 
Operating at a pressure of 4500 lb. per 
square inch and at 1150F., it is the most 
efficient boiler in commercial operation 
today. 

Asked if there was anything of com- 
mercial feasibility in rumors about di- 
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rect conversion of energy from atomic 
elements to heat or power, Mr. Nielsen 
remarked that we should never under- 
estimate an idea, nor overestimate its 
early usefulness. There is, he said, no 
such revolutionary process on the 
boards, nor any basic change from the 
principle of the boiler for power genera- 
tion now on the horizon. 


Experienced Personnel 
Plus Flexibility 


Mobility of the company’s managerial 
group is considered an invaluable aid to 
development of executive ability and a 
means to prevent the individual or com- 
pany from falling into a rut. -Depart- 
ment heads are encouraged to “move 
around” in their operation and to study 
the relationship of their own spheres to 
the whole job. This represents an im- 
portant segment of an over-all program 
which begins with recruitment of high 
school as well as college graduates and 
trains them in both orientation and on- 
the-job programs. 

Facing a shortage of engineers and 
other personnel (approximately 170 en- 
gineering graduates will be employed 
this year), the company is emphasizing 
“oet-along-ability” and adaptability to 
related work, instead of attempting to 
fill specific jobs down to the last re- 
quirement. To aid the development of 
both new employees and employees of 
longer standing who wish to improve 
themselves the company has a varied 
training program. It has set up blue 
print reading classes in plants and in 
community schools; it also has on-the- 
job training in production techniques 
and has a tuition aid program to help 
worthy employees take special educa- 
tional work. 


Mr. Nielsen emphasized that B&W has 


traditionally followed conservative man- 


Clifty Creek installation of Indiana-Kentucky Electric Corporation at Madison, Ind. 
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agement and financial policies — but 
without any implication of lack of 
progressiveness in pioneering. Over the 
years, capital needs have been met from 
within the business, until recent plant 
expansion called for equity financing 
through rights to stockholders. The com- 
pany’s current financial position is ade- 
quate for normal volume, but may re- 
quire some short-term borrowing later 
in 1957 to cover inventories and work 
in progress. Research expenditures for 
1956 ran around $2.5 million, and are 
estimated at the same level for this year. 
No change in present dividend policy is 
contemplated. 


Mr. Nielsen stressed that constant 
adaptation to change has been a vital in- 
gredient of the company’s success; ad- 
herence to building coal-burning boilers 
alone would have written “finis” to the 
company* long ago, he explained. Al- 
though the »principles of steam genera- 
tion have not changed basically since 
the days of George Babcock & Stephen 
Wilcox, designs and equipment have 
undergone undreamed of development 
and coal has become merely one of 
many fuels. Leadership in the boiler 
field today, however, can be assured 
only by utilizing the best design, ma- 
terials and construction to wring. the 
greatest amount of energy from the least 
amount of fuel. 


While the present $450 million back- 
log of orders is greater than any previ- 
ous year, it must be remembered jthat 
it takes time—an average of six mOpths 
—to convert work in progress into de- ¢! 
liveries. But then again, it took time tof 
translate a hundred years of ups ‘and 
downs into a progressive, stable enter- 
prise dedicated to easing man’s burdens’ 
through economical and efficient sources 
of power production. 
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HE INDIANS HAD A SMALL COAL IN- 

dustry going in the United States 
before the white man showed up. The 
white man has since made it into a big 
thing, though there have been times— 
one of them fairly recent—when he 
might have had thoughts of giving it 
back. But not now. Coal is solidly on the 
growth trail and today has as a new 
problem the question of financing the 
additional capacity that will be required 
to meet the rising demand for fuel in the 
immediate and more-distant futures. 


The rate at which demand will grow 
is substantial. As an example, it is esti- 
mated that bituminous production in 
1960 will have to exceed 600 000,000 
tons to meet requirements, This is con- 
servative and the actual tonnage in 1960 
may be considerably higher. Output in 
1956 was 500,000,000 tons (preliminary 
estimate). 


Adding only 100,000,000 tons of pro- 
ducing capacity would require at today’s 
rates at least $500,000.000 for coal land 
and equipment. This, however, is only 
about one-third of the expenditures coal 
will have to make in the next 5 years or 
so for producing facilities and equip- 
ment. 


Energy: Key Factor in 
Economic Progress 

One reason for coal’s resurgence is 
that it is one of the triumvirate of key 
materials on which industrial economies 
and high standards of living are based. 
That triumvirate is: iron ore, coal and 
petroleum—iron ore for steel, without 
which there could be no modern indus- 
try; coal for conversion into coke for 
smeliing iron ore, and for supplying 
light, heat and power for processing and 
fabrication; and petroleum for the fuel- 

ing cf transportation equipment. 


Th group may be enlarged by adding 
fissicnable material and perhaps solar 
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Painting by Marshall Johnson in collection of Second Bank-State Street Trust Co. 


and other forms of energy in the future. 
It will always. include coal, however—if 
for no other reason than because there 
is no known practical substitute for coal 
in the smelting of iron ore, which today 
takes nearly one-fourth of the bitumi- 
nous output in the United States. 


It now appears that another metal 
essential to modern living will be coal 
based in the United States. It is alu- 
minum, which requires 9 kwhr of elec- 
tricity for every pound produced. All 
the new aluminum pot lines in the United 
States are now going into the eastern 
and southern states, and particularly into 
the Ohio River Valley between Wheel- 
ing, W. Va., and Evansville, Ind. The 
electricity for these plants will be sup- 
plied by coal-fired stations either already 
in operation or being built. The coal 
burn will be in terms of millions of tons 
a year—all new business. 


Energy thus becomes the hallmark of 
the industrial economy and modern life. 
When it is cheap and abundant, it makes 
it possible to create wealth with a mini- 
mum of human effort and thus con- 
tributes to a high standard of living. The 
United States is a voracious consumer 
of British thermal units, which is an- 
other term for energy. The British 
thermal unit, incidentally, is the quantity 
of heat required to raise the temperature 
of one pound of water from 68 to 69 
degrees Fahrenheit at sea level. 


In 1956 the United States consumed 
in the form of coal, oil, natural gas and 
hydro power approximately 42,293 tril- 
lion British thermal units. In 1946 the 
total was 30,494 trillion. By the end of 
the century, the total could exceed 80,- 
000 trillion and perhaps even 100,000 
trillion Btu, reflecting increasing popula- 
tion and a continued rise in the standard 
of living. This leads to general agree- 
ment on the thesis that no new source 
of energy—nuclear, for example—will 


DYNAMICS OF INDUSTRY 


— 


COAL 





AN OLD INDUSTRY ON 
THE COMEBACK TRAIL 


IVAN A. GIVEN 


Editor of Coal Age 


displace an existing source. Rather, all 
will be required to contribute at maxi- 
mum economic rate to meet future de- 
mands, 


Competition: Start, Growth 
and Reasons 


The present upward trend in bitumi- 
nous marks the end of more than three 
decades of relatively static production 
—this in a period of almost unparalleled 
growth in population. industry and 
wealth. Before this plateau was reached, 
the industry had been roughly doubling 
in output every 10 years. The reasons 
why growth stopped at the time of World 
War I for over 30 years are widely 
known for some and almost unknown 
for others. They are discussed briefly 
here because an understanding of them 
is necessary for properly appraising 
present and future prospects. 


One well-known reason for the check 
in the bituminous growth rate and the 
decline of the anthracite rate to slightly 
over one-fourth of its peak was the onset 
of oil competition at about the time of 
Warld War I. Coal was rationed and the 
use of substitutes was encouraged during 
the war. Afterward. the volume of 
petroleum refined to produce gasoline 
grew rapidly, increasing the output of 


fuel oil that had to be disposed of. The 
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Coal burning turbine electric locomotive on 
a test run. 
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home-heating market was an obviously 
likely outlet for the lighter fraction of 
this fuel by-product, which lent itself to 
automatic firing and eliminated handl- 
ing coal and ashes. Coal, quite frankly, 
was “too little and too late” in attempt- 
ing to provide similar automaticity and 
convenience. Anthracite, being primarily 
a home-heating fuel, suffered particu- 
larly heavy losses, without, as with bi- 
tuminous, industrial and other outlets 
to cushion the blow. 


After oil came government-built hydro 
power and more recently natural gas, 
the latter aiming at oil’s markets as well 
as coal’s. All have cut into what would 
have been coal’s field, and the process is 
still going on with natural gas, though 
not at so rapid a pace. And all, including 
oil, were able to progress more rapidly 
and to a greater extent because coal was 
weak in basic and applied research, mar- 
ket development and _ merchandising 
know-how—a situation it has made sub- 
stantial progress toward correcting. 


The most spectacular loss to any com- 
petitor was to the diesel in the railroad 
field. In 1944 the railroads used 132,- 
000,000 tons of coal to operate locomo- 
tives and for other purposes. In 1956, 
the consumption was only 14,000,000 
tons. Bituminous also took heavy losses 
in the home-heating field and in certain 
other markets, but has been able to re- 
place them with other business and still 
wind up with no less tonnage than the 
average for the period since World War 
I. Incidentally, coal may well be com- 
pletely back in the railroad field in the 
not-too-distant future via the coal-fired 
gas-turbine locomotive, or partially 
back, according to an announcement in 
mid-April by the Denver & Rio Grande 
R.R., as an additive to increase the 
energy content of diesel fuel. As another 
example of where losses may be re- 
couped, coal has a better than even 
chance of recovering at least some of 





Ceredo plant of Truax-Traer Coal Co. on 

the Ohio River near Huntington, W. Va. Cars 

in center bring coal from the mine. It is 

then washed, and can be dropped by con- 

veyor into either barges (left) or railroad 
cars (right). 
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its lost home-heating markets through 
the development of electric heating. It 
already has a big new outlet, via wire, 
in home and commercial cooling. 


Burning Efficiency: Burden 
and Benefit 


The almost unknown reason for the 
check in bituminous growth, and to 
some extent the anthracite decline, was 
increased efficiency in the utilization of 
coal. This, too, dates back to World War 
I, and the generation of electricity pro- 
vides an outstanding example of its 
effects. In 1956, it required approxi- 
mately 0.9 pounds of coal to generate 1 
kilowatt-hour of electricity. In 1919 the 
rate was 3.2 pounds per kilowatt-hour. 
Coal consumption by electric utilities 
was 157,000,000 tons in 1956. If the 
efficiency increase had not taken place, 
the same output of electricity would 
have required 560,000,000 tons. Thus 
coal’s present production picture reflects 
not only the inroads of competition but 
also the inroads of increased utilization, 
efficiency in the production of electricity, 
the smelting of iron ore, and all the 
other fields of use. 


Though it has helped make life tough 
for coal producers in the past, the in- 
crease in burning efficiency has been 
fostered by the industry because it is the 
surest of all means of establishing a 
permanent place and growing with the 
industry served. Again the electric-utility 
industry is a case in point. The gain in 
utilization efficiency has put it solidly on 
coal, and it is now the industry’s biggest 
single customer and increasing its pur- 
chases day-by-day and year-by-year. 


Coal Outlook: Good Now, 
Better Tomorrow 


One forecast of future demands for 
bituminous coal, by industry groups, is 
shown in the following table: 


Consumption 
(Millions of Tons) 
1956 1960 1965 1970 
Electric Utility! ___ 157 210 282 293 
Coke (Steel & 
Chemical)? ____. 114 130 175 220 


Other industrial? ____ 112 140 180 240 


Premroad) jee! 14 12 20 30 
OS on 57 58 50 40 
Exports-Canada ___ 17 10 13 15 
Exports-Overseas ___ 42 50 65 90 
Gas & oil 

synthesis* _____ we cs 76: . 350 


513. 610 = 855 


1Including low-temperature carbonization. 
“Including taconite. 

3Including aluminum, titanium and zirconium. 
‘Highly speculative. 


Prepared by the staff of Keystone Coal 
Buyers Manual, a Coal Age affiliate, this 
table offers a solid prediction for 1960 
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and “guesstimates” for 1965 and 1970, 
Even without gas and oil synthesis—at 
present uneconomical but which might 
become competitive in a few years—the 
guesstimates for 1965 and 1970 add up 
to a hefty increase. Time will tell whether 
they are conservative. One officer of a 
large utility system, however, in a pri- 
vate communication, insists that the 
figures for utility consumption are ultra 
conservative. He foresees a coal total of 
422,000,000 tons in 1967, compared to 
the Keystone figure of 293,000,000 in 
1970. 


One very excellent reason for con- 
tending that bituminous coal can go no 
way but up is the fact that it has lost 
about all it can lose, with one possible 
exception—retail deliveries for home 
heating and commercial purposes. Every- 
thing else, except such possible new mar- 
kets as gas and oil synthesis, is solid. 


Progress Factors: Internal 
and Competitive 


Developments favoring the rising 
trend in coal demand and production in 
the immediate and more-distant futures 
include the following: 


Increasing Corporate Strength—Set- 
tled policy in the bituminous industry is 
to build up strength through mergers 
and thus achieve some approximation of 
the stability that prevails in other in- 
dustries, such as oil refining where a 
relatively few large concerns provide 
the financial, merchandising and_ re- 
search strength necessary for industry 
health and progress. Significant progress 
has been made in coal and more is in 
prospect unless legislation or court 
actions bar it in the future. 


Diversification also is being employed 
to build up corporate strength, particu- 
larly in the anthracite industry where 
such diversification includes bituminous 
mining, underwear and boots, air condi- 
tioning equipment and firefighting facili- 
ties, among others. 


Growing Price Advantage—One of the 
factors which leads to the statement that 
oil competition has probably reached its 
peak, while natural gas is near if not at 
its peak also, is the growing advantage 
coal has in cost per million Btu to the 
consumer. Both oil and gas already are 
“laborless” in the sense that labor is 4 
small part of the cost of production, pro- 
cessing and primary distribution. Thus, 
it has little cushion when the cost of 
equipment, transportation, drilling and 
other items of expense rise, as they have 
been doing steadily, with.consequent in- 
crease in the price of crude. Between 
1946 and 1956, as an example, the 
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Laying pipeline from mine of Pittsburgh 
Consolidation Coal Co. to Cieveland Elec- 
tric Illuminating Co. for experimental trans- 
portation of coal mixed with water. 
posted price of East Texas oil at the 
wells rose from $1.20 per barrel at the 
start of 1946 to $2.95 for the year 1956, 
or nearly 21% times. An attempt to raise 
it still more earlier this year kicked off, 
among other things, a series of Con- 
gressional investigations. In contrast, the 
average value of coal at the mine in 
West Virginia, the biggest producing 
state, increased only 37% between 1946 
and 1956, or from $3.65 to around $5. 


Some relief might be obtained if the 
oil industry could import the cheaper 
crudes from abroad—provided they re- 
mained cheap and the United States was 
willing to let its own crude capacity run 
down and thus jeopardize the country’s 
ability to protect itself if the foreign 
supply was suddenly cut off. There also 
are some opportunities for importing 
cheaper natural gas, but here again there 
is no assurance that it, too, will remain 
cheap or fully available. 

The mine price of coal, on the other 
hand, still has considerable labor in it 
that can be removed by wider use of 
modern production equipment. The 
possibilities may be judged from the in- 
dustry record of the past 10 years, dur- 
ing which approximately $1 billion was 
spent for production improvements. If 
that $1 billion had not been spent, the 
industry would have to be charging at 
least $1 more per ton, or nearly 25% 
additional, for its product. The added 
charge to the consumer would have been 
over $525 million in 1956. 

The industry probably will spend 
$114 billion in the next 5 years for new 
capacity and for improvements at exist- 
ing mines. Probably nearly half will go 
for preparation and service facilities, 
with the remainder into facilities that 
will cut cost. Assuming no increase in 
Wages or cost for equipment and ma- 
terials, and noting that the law of 
dimii ishing returns operates here, too, 
the saving should be at least 50c per 
ton and possibly 75c. The process of 
Cours: will continue beyond the next 

years, leading to this conclusion: 
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Coal prices should not be appreciably 
higher 10 years from now than today, 
unless extraordinary increases in wage 
rates and other costs are experienced. 
They might even be lower. The prices of 
oil and gas have no way to go but up. 


But, it might be asked, what about 
nuclear power? First, no one knows if 
it will be competitive. Second, even if it 
should prove competitive, and all the 
safety and other problems can be worked 
out, the capacity that could be com- 
pleted in the next 10 years would not 
be significant. Most estimates place the 
electric power that might be contributed 
by nuclear plants at 2 to 3% by 1956. 
Third, as noted previously, if the ex- 
pected growth in demand for energy 
occurs, it will be needed to supplement 
coal and other energy sources. 


Intensified Research—Though it is 
still not of the magnitude many would 
like to see, the coal industry has an 
active and expanding research program. 
The types of research vary from the 
fundamental through development of 
products to commercial levels and in- 
cludes production, processing and mar- 
ket studies. Examples include new home- 
heating units using both anthracite and 
bituminous, coal-fired package-type 
steam generators, smoke-elimination 
equipment and a coal-fired gas-turbine 
locomotive for railroad use. All these 
products and others are designed to en- 
able the user to get maximum conven- 
ience, cleanliness and labor reduction to 
round out the inherently lower cost of 
coal. 


Better Merchandising —One of the 
most significant developments in coal 
history has been the recent emphasis 
on sales and service methods. Merchan- 
dising up until about 10 years ago had, 
in fact, been the weakest link in the 
mine-to-market chain. 


To attain the market impact necessary 
to meet competition and earn consumer 
regard, the coal industry is taking these 
steps, among others: 


Strengthening corporate power and 
ability to undertake real merchandis- 
ing programs by mergers. 


Attaining a similar goal without 
actual combination of properties by 
concentrating more tonnage in inde- 
pendent sales agencies and thus mak- 
ing it possible for them to undertake 
harder-hitting programs. 

Strengthening market research to 
provide the data on which sound sell- 
ing must be based. 

Developing industry advertising and 
promotional campaigns to get and hold 
consumer attention. 

Providing 


increased engineering 


service to users and possible users of 
coal. 


Instituting special campaigns to 
take care of special situations — for 
example, the “Minute Man” program 
making sure that coal is properly 
presented when consideration is be- 
ing given to replacement of heating 
plants in existing schools, hospitals 
and other public buildings, or to the 
choice of fuels in new installations. 
Significant progress is being made 

as a result of these and other sales and 
service activities. 

Problems: Existing and 

Prospective 

It would be less than frank to close 
any discussion of the coal industry’s 
present position and future prospects 
without noting that it has some prob- 
lems now and may have others later. 
Even with these problems, the outlook 
for coal is, as noted previously, excel- 
lent. If these problems can be solved or 
reduced significantly in magnitude, how- 
ever, the excellence will be accentuated, 
which is the reason for presenting the 
major ones—and some of the steps 
being taken to solve them—in the fol- 
lowing: 

Money for Expansion—The coal in- 
dustry, as previously noted, expects to 
spend about $114 billion in the next 5 
years or so for expansion and modern- 
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ization. So far, there has not been too 
much difficulty in obtaining the neces- 
sary financing, because for the most part 
the savings return the cost in a relatively 
short time. 


A modern underground production 
unit, for instance, might cost, with the 
necessary auxiliaries, as much as $200,- 
000. But if it would turn out the same 
tonnage with about 6 men per shift, 
compared to 12 for the conventional 
unit, the labor saving would be around 
$150 per shift. At 400 shifts per year, 
this labor saving would return the entire 
cost in a little over 3 years. If the unit 
is able to turn out more tonnage per 
shift or is able to work more shifts per 
year—which frequently is the case—the 
period of investment return is shortened. 
As a matter of fact, investments of this 
type frequently are returned in 2 years 
or less. 


Thus, though no major difficulty has 
been experienced to date, the coal in- 
dustry is giving thought to the problem 
in view of the current tight money situa- 
tion. 


coal’s ability to obtain prices that would 
return a reasonable net has noi been too 
pronounced in the past. The reasons are 
many, one being the fact that the indus- 
try in the old days was one of small 
businesses. That situation is changing, 
and with it the thinking of management 
on pricing policy. As a result, coal is 
working toward a reasonable net which 
will still give consumers an outstanding 
buy in cents per million Btu, while at 
the same time providing money for good 
wages, replacement of equipment and 
facilities and a reasonable profit to 
stockholders. 


Reasonable Freight Rates—Rail trans- 
portation charges to consumers are 
about three-fourths the mine price of 
the coal itself—and a request for an 
additional advance is before the Inter- 
state Commerce Commission. In addi- 
tion, the exporting segment of the indus- 
try has the problem of reasonableness in 
ocean freights, especially in view of the 
rapid rise after the Suez crisis. 


Coal is not only pressing its case be- 
fore regulatory bodies but is taking 





Adequate Prices — As an industry other concrete steps to get mine-to- 
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1990 2000 
Rising energy production reflects increased consumption of fuels and power. Both oil and 
gas competition will recede in the future and losses from increased efficiency in coal utiliza- 


market transportation costs down, in- 
cluding the following: 

Diversion of as much tonnage as 
possible to rivers and canals where 
such facilities exist. If mines eannot 
be located on waterways, special rail 
or truck connections are provided to 
barge-loading stations. 

Encouragement or use of truck 
transportation for short hauls. 


Construction of overland pipe lines 
for pumping coal to destination. One 
such coal-company line already built 
in eastern Ohio is nearly 110 miles 
long and will deliver over 1 million 
tons of powerplant fuel a year to an 
electric utility. Others undoubtedly 
will be constructed to serve other con- 
suming markets. 


Organization of an ocean-freight 
corporation — American Coal Ship- 
ping, Inc. — to acquire and operate 
coal freighters and thus prevent run- 
away ocean rates in addition to other 
actions to solidify and expand the 
overseas market for coal. 


Fairness in Competition — Oil and 
natural gas can — and do — offer coal 
some very difficult competition. If re- 
finers, for example, choose to price gaso- 
line a little higher and cut the price of 
residual fuel, coal, without such a multi- 
product setup, finds itself in serious 
trouble. This is particularly true along 
the Atlantic Coast where the residual 
originates in Venezuela and other for- 
eign producing areas, and where only a 
short time ago it was being dumped at 
extremely low figures. 


With natural gas, a pipeline company 
can, in effect “condemn a market” by 
reason of its power to obtain a right-of- 
way by condemnation. Thus, it can 
move into a market, hook up customers 
at low or dump rates and thus appro- 
priate large chunks of business that coal 
cannot easily get back even if gas prices 
are later raised, which is the usual pat- 
tern. Coupled with government endorse- 
ment and assistance—which is literally 
the situation—gas competition is ex- 
tremely difficult for either coal or oil to 
cope with. 

These and similar situations are the 
reason for coal’s campaign for assistance 
from Congress and administrative 
bodies. Since such competition is beyond 
coal’s own power to do anything about. 
it can only go to such bodies in an at- 
tempt to obtain a reasonably fair shake. 


Competitive Subsidies—Coal still re 
members vividly the era of government: 
built and subsidized hydro power. and 
still contends that a significant portion 
was and is, not economical. Public-powet 
advocates, however, are still agitating 
for government hydroelectric develop- 
ment and in addition are now pushing 


TRUSTS AND Esi \TES 








Pe 





elim 


gov 
pow 
can 


C 
of | 
long 
obje 
peti 
com 

B 
to s 
that 
tom 


C 
Eise 
duc! 
ing 
Bur; 
ury, 
the 
men 
His 
prol 


M 
“far 
gett 
beer 
bear 
bud, 
refle 
plai 
but 
bacl 
The 





ilt 


any 

by 
-of- 
can 
1ers 
pro- 
coal 
ices 
pat- 
yrse- 
cally 

ex- 
il to 


the 
ance 
tive 
yond 
out, 
1 at- 
:ake. 


nent- 

and 
rtion 
ower 
iting 
elop- 
hing 


\TES 





sates 





we 


ee 


Lee-Norse continuous mining machine removes coal from solid face in a single operation, 
eliminating cutting, blasting, and drilling. Bolted roof is recent development. Bolts re- 
placing timber formerly used have proven much safer. 





government construction of nuclear 
power plants, regardless of whether they 
can produce power competitively or not. 


Coal has no quarrel with development 
of hydro, nuclear and other power as 
long as it is on a competitive basis. It 
objects strenuously to subsidized com- 
petition which robs it of its chance to 
compete on an economical basis. 


But an expanding demand does much 
to soften or eliminate problems. And 
that is a solid fact in coal today and 
tomorrow. 

A A A 


Heard at Graduate School 
of Banking 


Citing the positive achievements of the 
Eisenhower Administration in the con- 
duct of the country’s finances since tak- 
ing the reins in 1953, W. Randolph 
Burgess, under secretary of the Treas- 
ury, reviewed the current position of 
the economy in relation to the Govern- 
ment debt and its management problems. 
His summation was succinctly “we have 
problems but no crisis.” 


Mr. Burgess maintained that although 
“far from satisfied”, great steps toward 
getting the budget under control have 
been made. The public, he said, must 
bear part of the onus for the size of the 
budget because congressional attitudes 
reflec; the desires of constituents. He ex- 
Plained that the total debt has been cut 
but that inherited commitments held 
back such action for about three years. 
The debt has also been more widely dis- 
tribuied and is now less concentrated, 
by some $4 billion, in commercial banks. 
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Some long-term bonds have been placed 
and other segments of the debt stretched 
out but not to the desired degree be- 
cause “you can’t force free markets.” 


Interest rates which respond to market 
factors uninfluenced by political inter- 
ference have been allowed to prevail. 


Growth of the economy fostered by these 
policies brings a better living standard 
and lightens the national debt burden, 
said Mr. Burgess. contrasting the latter 
as currently 79% of national income 
against 136% in 1946. 

The speaker closed with a specific re- 
futation of certain pessimistic and un- 
justified allegations about the country’s 
current financial situation, once again 
admitting that, although problems exist, 
they are problems of prosperity which 
“arise from that great confidence in the 
future which leads consumers and sup- 
pliers to seek ever larger additional 
amounts of credit with which to buy, 
build and produce more goods.” 


“Economic aid to underdeveloped na- 
tions is the cheapest insurance we can 
buy against economic chaos and col- 
lapse abroad, against big wars as well 
as little wars,” according to Eric Johns- 
ton, chairman of the International De- 
velopment Advisory Board, likening 
such a program to premiums for fire 
insurance. Costs have, in his opinion, 
been greatly magnified in the public 
mind as running into the billions, where- 
as $250 million will be this year’s total 
for all longe-range economic aid to 
countries with which the United States 
does not have military pacts. 
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When the impact on per share earnings is 
considered, new product development will 
provide greater benefits in a medium sized 
company than in a large company, for no 
other reason than that these benefits are ap- 
plicable to a smaller number of shares. 








A new product line that contributes added 
sales of $20 million to a company with 1 
million common shares represents additional 
revenues of $20 a share; the same results 
achieved by a company with 10 million out- 
standing shares represents an improvement 
in sales per share of only $2. While the 
larger company may be able to reach the 
market potential somewhat more quickly, it 
is by no means certain, as many large com- 
panies are less flexible in adapting to new 
conditions than are more vigorous smaller 
companies where top management is less 
diluted. 


















Investment managers who seek growth for 
trust funds and other investment accounts 
may choose between larger companies with 
established stability which are less able to 
expand the rate of growth, and companies 
“on the way up”, where the same combina- 
tion of events can produce much more hand- 
some percentage gains though perhaps with 
some sacrifice of earnings stability. Share 
prices of the larger companies will generally 
be higher in relation to established earnings 
than for the less seasoned smaller com- 
panies. 
















There is a large area for the display of 

good investment judgment among com- 
panies that have not yet achieved im- 
peccable financial respectability. 

















ASSOCIATES INVESTMENT CO. 
By Ropert OareE, chairman of the 
board 


For the 4-months ended April 30, 
average cost of all borrowed funds was 
3.84 compared with 3.38% for the 
corresponding period of last year. While 
admitting that competition sets lending 
tates, the chairman of the fourth largest 
sales finance company said that rates 
current!y charged customers came close 
to picking up the increased money cost. 















Anticipated net for the first six months 
will be about 5% ahead of the $9.8 
million reported in 1956, or $3 a share 
on the common stock. Receivables at the 
end of May totaled over $700 million 
retail suto paper, $104 million whole- 
sale avio paper, and $68 million per- 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


sonal loans, in addition to commercial 
and industrial advances. 


New York Society, June 21. 


CATERPILLAR TRACTOR CO. 
By W. H. FRANKLIN, vice president 


When the expansion program is com- 
pleted, Caterpillar will be able to ex- 
pand sales to $1 billion annually com- 
pared to $686 million for 1956. Outlays 
of $200 million are to be made for 
capital assets in the next three years 
with the bulk coming from operations 
and the balance from term bank loans. 


In spite of heavy rains that have de- 
layed many construction projects, sales 
for the first four months of 1957 reached 
$246 million vs. $232 million in 1956. 


Philadelphia Financial Analysts, June 


ER 


E. I. DU PONT DE NEMOURS & CO. 
Dr. Horace H. Hopkins, assistant to 
the treasurer. 


Sales of over $2 billion are forecast 
for 1957, with second quarter sales 
reaching $500 million, against $475 
million reported in 1956. No estimate of 
earnings was furnished for the second 
quarter of 1957 or the half-year. 


There are evidences that the company 
is developing a better cost price rela- 
tionship than last year. Discussion and 
questions were barred relating to the 
recent Supreme Court decision. 


Capital expenditure for 1957 
exceed $200 million, including 
plants for Neoprene, Orlon, Nylon, and 
titanium pigment. Orlon capacity will 
be increased to 120 million pounds an- 
nually from the current 80 million 
pounds annual rate. 


will 
new 


Du Pont will begin soon the com- 
mercial production of spun nylon for 
furnishings, rope, rugs, and apparel. 


New York Society, June 18. 
GENERAL DYNAMICS CORP. 
By Frank Pace, Jr., president 


85% of net income in 1957 will come 
from military contracts. The goal is to 


O. ROGERS FLYNN, Jr. 


Contributing Editor 





achieve a 50-50 division; commercial 
business has a better profit margin but 
military business is more “recession 
proof.” 


Currently, overall profit margins 
average about 3%, with a large part of 
the government contracts on a cost-plus- 
fixed-fee basis, which provide a lower 
return than a fixed-price basis. 


The Convair division is progressing 
on the B-58 jet bomber and the Terrier 
guided missile and is continuing de- 
velopment work on a nuclear bomber. 
Convair is -also developing a nuclear 
seaplane for the Navy under a “study 
contract.” 


The Atomic division is conducting re- 
search in the thermo-nuclear field with 
indications of “some really amazing re- 
sults.” A promising aspect is the rapid 
growth of the Stromberg-Carlson divi- 
sion in communications equipment. 


submarine 
fleet is an element of major concern and 
indicates that the U. S. will move further 
in the direction of atomic powered sub- 
marines like the three built by the Elec- 
tric Boat division. 


Expansion of Russia’s 


Overall research has been increased 
500% since 1954. A strong current 
financial position will permit the Com- 
pany to select the most favorable time 
for expansion financing. Additional 
acquisitions will be sought to improve 
the balance between military and civilian 
business. 


Gordon Dean, vice president, pre- 
dicted commercial nuclear power in this 
country in about 10 years. 


New York Society, June 20. 


THE KROGER CO. 
By JosepH P. HALL, president 


From 1931 to 1956 volume grew from 
$244 million to $1.5 billion while stores 
declined from 5138 to 1475. During the 
past five years the company has opened 
448 new stores, remodelled 296, and 
closed 1,058, with capital outlay of $69.5 
million. 
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Sales have increased in each of the 
past 20 years except 1938 and 1949. 
Net income for 1956 established a new 
high of $17 million, an increase of 19% 
over 1956, but food prices increased 
only 3%. Profit margin was 2.31% of 
sales vs. 2.29% the preceding year. 
After-tax margins, however, declined to 
1.14% from 1.17% in 1956 because 
Federal income taxes took 50.54% of 
pre-tax income against only 48.67% in 


1956. 


Per share earnings for the first quar- 
ter year reached $1.14 a share. Divi- 
dends have been paid for 55 years, with 
the current cash rate 50-cents quarterly. 
A year end 4% stock dividend was paid 
in 1956. 


St. Louis Society, June 20. 


MARQUETTE CEMENT 
MANUFACTURING COMPANY 
By W. A. WEcKER, president 


While the cement industry functions 
best with some reserve capacity, present 
indications are that in Marquette’s 18- 
state market some 12% of total capacity 
of about 19 million barrels may not be 
needed in 1958. While cement demand 
is expected to increase by 1961, about 
21% over 1955 output, capacity at the 
end of 1957 will be about 30% above 
1955 output. 


Marquette has annual capacity of 
16.5 million barrels, a 22% increase 
over 1956, with most of this from low 
cost modern installations. 


Since 1946, Marquette has bettered 
the industry average for multiplant com- 


panies a sales gain of 222%, 316% in 
net income, and 163% in net worth. 


If cement use in the company’s mar- 
kets reaches the estimated total, net in- 
come per share could be substantially 
greater than the $2.74 reported for 
1956. Total construction volume is ex- 
pected to match 1956 in spite of decline 
in home building, and cement use should 
increase with more highway building. 


New York Society, May 28. 


CHAS. PFIZER & CO., INC. 
By Joun E. McKeen, president and 
chairman of the board 


Pfizer has, since the war, developed 
a basic market position in three of the 
four great scientific breakthroughs in 
the pharmaceutical field—broad spec- 
trum antibiotics, steroid hormones, tran- 
quilizers, and Salk vaccine. Important 
products have been introduced in all but 
the polio vaccine field. 


Part of the $8 million annual re- 
search program is allocated to the ap- 
plication of drugs outside of human 
medicine, with studies being conducted 
to determine the value of tranquilizers 
in fattening livestock. Already on the 
market is an antibiotic product to re- 
tard spoilage of freshly-killed poultry. 

Among the chemicals which look 
promising are lysine, an amino acid 
essential to human nutrition, and gib- 
berellin, a plant growth stimulant. 


International business is now about 
one-third of volume. With regard to cur- 
rency and exchange difficulties, it was 
stated: “In a few countries we find it 
necessary to take risks that currencies 
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will be blocked or that we will have diff. 
culties of one kind or another. However, 
in the long run it has been our exper. 
ience that foreign countries have their 
economic ups as well as downs and a 
time usually comes when a remittance 
of profits is possible.” 


Sales and net profit gain for 1957 are 
estimated at 10%. There has been a 
levelling off of selling expenses and 
higher returns are being realized on 
heavy initial expenditures abroad. Capi- 
tal outlays of $20-25 million over the 
next three years will be financed from 
operations. 


New York Society, June 3. 


WESTERN UNION TELEGRAPH CO. 
By WaLTeR P. MarsHALL, president 


Higher rates, if allowed by the Fed- 
eral Communications Commission, will 
improve current pre-tax earnings about 
$1.4 million annually. The increase will 
relate to charges for the intra-U. S$. 
transmission of messages for foreign 
countries. With this increase 1957 earn- 


ings should equal 1956. 


Revenues now total about $254 mil- 
lion annually, of which $40 million is 
rentals from leased wires. 


$40 million has been budgeted for 
1957 capital expenditures. half from de- 
preciation and retained earnings and 
the balance from proceeds of the 1955 
sale of about 1 million shares of stock. 
Continuing expansion will require addi- 
tional capital funds. A newly created 
Finance Committee will consider these 
problems and relate future dividend 
policies to available sources and needs 
for funds. 


Over $200 million has already been 
spent to modernize plant and equipment. 
Over 25% of current revenues come 
from other sources than transmission of 
public messages. Data processing and 
other services, including rentals of 
private wires, are expected to produce 
as much as one-half of total revenues 
within the next few years. 


New York Society, June 5. 
A A A 


@ Millions of dollars in welfare funds 
have been lost by the ineptitude and in- 
experience of honest labor-management 
trustees, the Foundation on Employé 
Health, Medical Care and Welfare esti- 
ated in its recently issued first report. 
The foundation is a joint venture of the 
International Association of Machinists 
and U. S. Industries, Inc. Its purpose is 
to help both unions and employers obtain 
more effective administration of welfare 
funds. 
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N UNQUESTIONABLY SIGNIFICANT 
| ee in atomic history was the 
approval by the U. S. Senate last month 
of a treaty embodying the statute for a 
permanent International Atomic Energy 
Agency. 

Ratification by the U. S. assures the 
establishment of the new agency—the 
Russians have already ratified and 
British, Canadian and French ratifica- 
tions are due—which should begin op- 
erations in Vienna this fall, just about 
four years after President Eisenhower 
outlined a new area of cooperation for 
the worldwide application of the benefits 
of atomic energy. 











should not 
the International Atomic 
Energy Agency, IAEA, as just another 
piece of international bureaucracy. It 
could, if properly supported and used, 
be a very important international clear- 
ing house and provide a whole new net- 
work for communication among people 
(not necessarily governments) who want 
to do business across national boundary 
lines. 


American businessmen 


consider 












The United States Government has 
an extensive program of “bi-laterals” 
with some 45 nations, that is, direct 
sovernment-to-government agreements 
under which American industry can 
negotiate for overseas business. But 
there will be another 30 or 40 nations 
who may not want to enter agreements 
of this kind and many of those already 
signed up with the U. S. may find [AEA 


offers freer channels of trade. 


















Uniform Health & Safety Standards 













More important than a new network 
of trade channels is the necessarily vital 
tole of the IAEA in the establishment 
of uniform standards of health and 
safety in the use of nuclear materials, 
standards which must be fully accepted 
by anc properly applied by all nations. 
Custon.s stations and border barriers 
Provide no protection against airborne, 
waterborne radioactivity. 








Jury 1957 





NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


NEW INTERNATIONAL AGENCY, EURATOM, 
NEw U. S. POWER PROJECTS 


No country can be unconcerned about 
how its neighbors may apply the safe- 
guards necessary to prevent pollution of 
the atmosphere and the surface of the 
earth. Only through an_ international 
arrangement which permits full observa- 
tion and reporting of the effectiveness of 
health and safety measures can the 
world proceed with confidence in apply- 
ing the benefits of atomic energy to the 
needs of either the advanced or the 
under-developed areas of the globe. 


IAEA will not be an operating agency 
but more of a finder and broker. It will 
require some laboratory facilities of its 
own, but for the most part it will at- 
tempt to bring together the people who 
need educational, research and produc- 
tion facilities and the people who have 


such facilities and related services to 
offer. 
The program of the international 


agency will develop slowly, but it is 
potentially important to the industry of 
all nations having any capability in the 
production and utilization of nuclear 
materials. 


EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs 





‘Three Wise Men’ with Imagination 


One of the very obvious but belatedly 
recognized factors in the world atomic 
energy picture is that the requirements 
of the industrially advanced countries 
for the supplementary energy source in 
atomic energy may be more pressing 
than the needs of the economically and 
technologically under-developed coun- 
tries 


The point was made dramatically in 
the report of the three Europeans who 
took a quick look at western Europe’s 
energy situation and came up with a 
proposal that six western European na- 
tions embark on a program to build 
within the next ten years nuclear power 
plants with a combined generating ca- 
pacity of 15 million kilowatts. 


This is the “target’ for Euratom, the 
atomic counterpart of the European Coal 
and Steel community, composed of 
Belgium, France, Germany, Italy and 
Luxembourg and the Netherlands. The 
goal of 15 million kilowatts in ten years 
was set by Louis Armand of France (di- 





General Electric Company’s boiling-water reactor at new $10 million Pleasanton (Calif.) 

Atomic Laboratory will test new designs and features and later this year furnish steam as 

this country’s first privately-financed atomic electric power plant, feeding into Pacific Gas 
& Electric transmission system. 
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rector General of French State Rail- 
ways), Franz Etzel of Germany (vice 
president of the Coal & Steel Commun- 
ity) and Francesco Giordani (president 
of Italy’s National Research Council), 
who said attainment of such a goal 
would depend upon help from Britain 
and the United States. 


From the U. S., the Euratom people 
expect not only nuclear fuels but tech- 
nical assistance and power plant ma- 
terials and equipment. The member 
countries of Euratom expect to do every- 
thing they can within their own borders 
—using their own labor, shops and ma- 
terials—but they know the courageous 
and imaginative target set by their 
“Three Wise Men,” (as characterized in 
the U. S. press) can be attained only if 
there is extensive participation by U. S. 
industry. 

Euratom will come into official and 
operative existence when its treaty has 
been ratified by the six countries, but 
this is due before the summer is much 
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DIVIDEND No. 38 


Tae BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly dividend of Forty- 
Seven and One-Half Cents 
(4714¢) per share on the capi- 
tal stock of the Company, pay- 
able August 15, 1957 to stock- 
holders of record at the close 
of business July 15, 1957. 


R. E. PALMER, Secretary 
June 19, 1957 
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| Pacific Gas and Electric | 
Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 166 


oy The Board of Directors on 
oj June 19, 1957, declared a 

1 cash dividend for the sec- 
ond quarter of the year of 
60 cents per share upon 





the Company's common 
capital stock. This divi- 
dend will be paid by 


check on July 15, 1957, to 
common stockholders of 
record at the close of 
business on June 28, 1957. 


K. C. CHRISTENSEN, 


Treasurer 


San Francisco, Calif. 








older. There is little doubt as to its 
establishment, but considerable doubt as 
to Euratom’s ability to carry out the 
immense program. To this writer, it 
makes little difference as to whether the 
six countries reach their ambitious goal. 
If they only get half way, it will be 
worth it. The point is, western Europe 
acknowledges its needs for a new source 
of fuel energy and is doing something 
about it. 

U. S. Program Continues to Expand 

Unlike Britain and the six continental 
countries who set themselves high goals 
and then make precise plans for their 
accomplishment, the United States con- 
tinues with an atomic power develop- 
ment program which is based on no 
plan at all but upon a combination of 
the enthusiasm of scientists for their 
ideas, the government’s endorsement of 
those ideas, and industry’s judgment as 
to which ones might pay off. 

This doesn’t mean the U. S. program 
is any less sound and progressive than 
the British and Euratom programs. 
There is good reason to believe that in 
the long run, and for our purposes, the 
U. S. approach will be more fruitful 
and rewarding. It does mean, however, 
that the U. S. program is more difficult 
to define and explain to a Congress 
which must provide the funds and which 
is not entirely relaxed and happy about 
the manner in which the program is 
being managed by the responsible gov- 
ernment agency, AEC. 

The British, who need new energy 
sources now, are concentrating on gas 
cooled reactors, but the U. S., which 
doesn’t need additional fuels right now, 
is not concentrating on any reactor type. 
But we have recently added a gas cooled 
system to the list of plants to be built 
under our hybrid program of govern- 
ment-industry participation. 

Negotiations are now under way be- 
tween AEC and a group of Florida utili- 
ties (Florida Power & Light Co., Florida 


Power Corp., Tampa Electric Co.) on a 


proposal submitted by the group for a 
nuclear power plant of 136,000 kw. 
capacity, using natural uranium as the 
fuel, heavy water as the moderator. and 
a gas (possibly carbon dioxide or 
helium) as the coolant. The designer js 
General Nuclear Engineering Corp., 
headed by Dr. Walter H. Zinn, former 
director of Argonne National Labora. 
tory. 

It was under Zinn that Argonne, 
which is operated for AEC by the Uni- 
versity of Chicago, began questioning 
the long—(for the atomic business, sev. 
eral years) held belief that water could 
not be allowed to boil inside a reactor 
vessel. The questioning resulted in the 
5000 kw. Experimental Boiling Water 
Reactor which went into operation at the 
Argonne site near Chicago last Feb- 
ruary. 

Now the boiling system has _ been 
adopted by a group of upper-midwest 
utilities, headed by Northern States 
Power Co. of Minneapolis. Associated 
in the project are Central Electric & Gas 
Co. of Lincoln, Neb.; Interstate Power 
Co. of Dubuque, Ia.; Iowa Power & 
Light Co. of Des Moines; lowa Southern 
Utilities Co. of Centerville; Madison 
Gas & Electric Co. of Madison, Wis.; 
Mississippi Valley Public Service Co. of 
Winona, Minn.; Northwestern Public 
Service Co. of Huron, S. D.; Otter Tail 
Power Co. of Fergus Falls, Minn.; 5t. 
Joseph Power & Light Co. of St. Joseph, 
Mo., and Wisconsin Public 


Corp. of Milwaukee. 


Service 


This group, organized as Central 
Utilities Atomic Power 
now negotiating with AEC on a pro- 
posal to build a 66,000 kw. plant to be 
a part of the Northern States network. 
with Pioneer Service and Engineering 
Co., and Allis-Chalmers, as designers 
and builders respectively. 


Associates. is 


The boiling water system has a special 
appeal because it uses no intermediate 
heat exchanger, taking steam direct from 
the reactor vessel to the turbines. The 
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GROWING FOR THE FUTUR 


7th CONSECUTIVE YEAR 


The Board of Directors of The Diamond Match Company 
on June 27, 1957, declared a regular quarterly dividend 
of 45c per share on the Common Stock. At the same meeting the 
Board also declared a quarterly dividend of 37 ac per 
share on the $1.50 Cumulative Preferred Stock. 
Both dividends are payable August 1, s 
1957, to stockholders of record 0255 
July 8, 1957. ees 
PERRY S. WOODSUR 
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type may have some limitations as to 
practical size, in connection with fabri- 
cation of large pressure vessels, but it 
has also been picked by the Army for an 
experimental small unit to be tried out 
as the standard small plant to power the 
remote radar stations in the far north. 
The Northern States project will demon- 
strate the feasibility of the boiling sys- 
tem as the ideal medium-sized plant 
(25,000 to 75,000 kw.) useful on many 
power networks in the U. S. 


Uranium Pellets as Fuel 

The campus-style skepticism in all 
things scientific which the University of 
Chicago has preserved at Argonne Na- 
tional Laboratory may pay off in an- 
other way, possibly even more far- 
reaching than the boiling business. The 
fabrication of fuel elements for nuclear 
reactors has been a major cost item in 
preparing nuclear fuels for use in a 
power reactor. Argonne reactor de- 
signers, who first set the standards for 
the costly plated and “bejeweled” fuel 
elements, did another flip-flop and tried 
making the uranium fuel pieces up in 
standard-sized pellets of uranium oxide 
which appear to have the heat resistant 
qualities of the best refractory materials. 

The pellets also appear to be able 
to withstand the stress of intense neutron 
bombardment, which makes metals 
creep, or swell, and lose strength. Ar- 
gonne is going to give the new type fuel 
element a rigorous test in a new version 
of the Experimental Boiling Water Re- 
actor and if the results are good, the 
Central Utilities group will probably use 
pelletized uranium oxide as the fuel in 
its power plant. 

If the technique of using uranium in 
little balls instead of rolled and ma- 
chined and plated sandwiches or tubes 
isas good as its promise, atomic power 
isa good big step nearer to economic 


practicality in America, or anywhere 
else, 


Also Products, Inc., in cooperation 
with Sanderson & Porter, New York en- 
gineering firm, is working on a complete 
power system using the pelletized fuel 
elements in what Alco calls a “pebble 
bed” reactor. In this design, the graphite 
moderator is incorporated in the pellet. 
The two firms are aiming directly for a 
reactor design that will meet precisely 
the heat requirements of today’s high 
temperature power plants. 


Congress Holds the Key 


By the time Congress adjourns at 
middle or late August, the U. S. civilian 
atomic power development program will 
either be on the soundest footing it has 
been on thus far, or it will be in chaos. 

If legislation to provide back-up 
federal indemnity to cover third party 
liability in reactor accidents fails to 
pass, the major privately sponsored nu- 
clear power projects will slow to a snail’s 
pace until this problem is solved. 

Unless Congress authorizes AEC par- 
ticipation in projects sponsored by pri- 
vate interests, all except those launched 
by Consolidated Edison in New York 
and Commonwealth Edison in Chicago 
will have to be financially revamped or 
simply postponed. 

Despite Senate action on the inter- 
national agency statute, the U. S. will 
not be able to take part in the program 
of the agency unless Congress authorizes 
participation and provides the funds. 

Many members of Congress feel that 
additional projects, or additional gov- 
ernment dollars in support of develop- 
ment of atomic power, are needed to 
assure the capability of American in- 
dustry to meet the needs of the atomic 
age. Unless a formula is found whereby 
the “acceleration” of the program can 
be effected without further federalizing 
the power business, the initiative shown 
by the electric companies could be seri- 
ously undermined. 


Despite the tensions and the diifer- 








DIVIDEND 


NO. 305 





Insurance Company of North America 
Philadelphia 


The Board of Directors has declared a 
quarterly dividend of 6214¢ per share on 
the capital stock of the Company payable 
July 15, 1957 to stockholders of record 
at the close of business June 28, 1957. 
The Transfer Books will not be closed. 


June 11, 1957 





J. KENTON EISENBREY 
Secretary 








Juty 1957 


ences among the nation’s leaders, the 
outlook for constructive action by the 
Congress is good. 





COMPANIES REPORT ON 
ATOMIC ENERGY 


Carrying on the practice instituted 
last year (July p. 649) of summarizing 
the comments on nuclear energy activi- 
ties of key American corporations, as 
given in annual reports, we present these 
excerpts from °56 reports to show the 
myriad ways in which this source of 
power and radiation is becoming part of 
the day’s work of conventional indus- 
tries. Except for unusual circumstances, 
observations by public utility companies 
are omitted as virtually all sizeable ones 
are connected with one or more reactor 
experiments or even power construc- 
tions. 


ALCO PRODUCTS, INC. 

The Thermal Laboratory, de- 
signed to provide basic heat-transfer data 
for application to both thermal and 
atomic-energy products and the Crit- 











Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 





COMMON STOCK 
Dividend No. 190 
60 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 41 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 37 

281'/2 cents per share. 


The above dividends are pay- 
able July 31, 1957 to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 





P.C, HALE, Treasurer 


June 21, 1957 





699 








icality Facility, used to check theoretical 
calculations against actual reactor per- 
formance . . . completed and operating. 


. Further progress was made in 
the development of designs for nuclear- 
generating stations proposed for muni- 
cipalities and cooperative systems. Two 
new, preliminary reactor designs also 
were completed for 10,000-kw power 
plants for use in domestic and overseas 
markets. 


ALLIED CHEMICAL & DYE CORP. 


. .. The Company will build the first 
privately owned plant for making re- 
fined uranium salts, employing a new 
process which wil lsimplify conversion 
of uranium ore concentrates to refined 
uranium salts ... expected to be in 
operation early in 1959 ... The new 
operation will strengthen the Company’s 
position as a supplier of chemicals re- 
quired in the field of atomic energy .. . 
For several years the Company’s plant 
at Hedges (Wash.) has supplied chem- 
icals to the A.E.C. 


ALLIS-CHALMERS MFG. CO. 


... The generating plant of the Enrico 
Fermi Atomic Power Plant (near De- 
troit Mich.) — owned and operated by 
Detroit Edison Co. — will be equipped 
with a specially designed 150,000 kw 
Allis-Chalmers steam turbine-generator 
unit . .. Our engineers ... are con- 
fident we will make significant contribu- 
tions toward the goal of bringing the 
cost of power generation with nuclear 
fuel into a competitive position with con- 
ventional power plants using fossil fuels. 


AMERICAN GAS & ELECTRIC CO. 


. Nuclear energy offers no pros- 
pects of immediate benefit to our cus- 
tomers nor of return to our shareowners. 
Nevertheless, . . . we have been vigor- 
ously active during the year in atomic 
power looking to its ultimate develop- 
ment as a competitive source of energy 

. on the two phases of activities of 
Nuclear Power Group, Inc.: (1) study, 
research and design activities in Com- 
monwealth Edison Company’s 180,000-kw 
boiling water reactor, and (2) study and 
economic evaluations of other and more 
advanced reactor types... 


. N.P.G.I. is contributing $15-mil- 
lion over a five-year period as a research 
and development grant to the building 
of the plant. Of this, AGE System is 
contributing $2,833,000 ... This is a 
very young technology and we shall have 
to try out a variety of research, develop- 
ment and demonstration projects before 
economical nuclear power can become a 
reality. 


AMERICAN TOBACCO CO. 


. Industrial Reactor Laboratories, 
Inc., jointly financed by the ten com- 
panies involved . . . will be used solely 
for research purposes. Our Research De- 
partment will be aided immeasurably by 
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this opportunity to extend its research 
on the composition of tobacco and to- 
bacco smoke. 


BABCOCK & WILCOX CO. 


... During 1956 the Company received 
orders for several important atcmic en- 
ergy projects, and was selected to nego- 
tiate for the contract to design and build 
the nuclear propulsion plant for the 
nation’s first atom-powered merchant 
ship. The Atomic Energy Division is 
engaged in a number of feasibility and 
engineering studies both for the gov- 
ernment and for private power groups. 

Of several full-sized nuclear power 
plants now under way, the first to be 
licensed by the A.E.C. was the Indian 
Point plant of the Consolidated Edison 
Co. of New York. B&W Received the 
contract for the entire nuclear steam 
generating section . . . expected in oper- 
ation by 1960. The first shipment of ele- 
ments from the Fuel Element Plant at 
Lynchburg, Va. was made in July. Orders 
are being received for fuel elements for 
many different applications. 


BENDIX AVIATION CORP. 

... Bendix Kansas City Division plant 
represents a fifty-million-dollar govern- 
ment investment and is now completing 
its eighth year of successful operation. 
Its resources of skilled manpower and 
modern machines are devoted exclusively 
to the atomic weapons program of the 
Commission. With a work force of 4300 
employees and occupying 1,000,000 square 
feet of floor space, the plant manufac- 
tures and assembles a wide variety of 
complex electronic, electromechanical 
and mechanical devices. 


BUDD CoO. 

. . Nuclear Systems Division is de- 
signed for the fabrication of sealed radio- 
active sources... A completely new line 
of radiation equipment is now being of- 
fered to government and industry for re- 
search on the effects of radiation in such 
fields as food processing, pharmaceuti- 
cals, plastics, chemicals, petroleum and 
petro-chemicals. The line of radiography 
machines was increased from four to 
nine, providing the most complete line 
of gamma radiography equipment on the 


market. In addition, automatic controls 
for these machines were developed, fur. 
ther increasing their versatility. 


CENTRAL & SOUTH WEST CORP. 


. . . Despite the relatively low boiler 
fuel costs in the Southwest, due to the 
abundance of natural gas in the area, 
there is a general recognition among the 
investor owned electric utiiities of an 
obligation and responsibility to further 
the development of a low cost nuclear re- 
actor. 


The operating companies of Central 
and South West Corp. are currently par- 
ticipants in two groups which are study- 
ing the financial, engineering and other 
serious problems relating to the construc- 
tion of an atomic reactor. 


CINCINNATI GAS & ELECTRIC Co. 
. Power Reactor Development Co. 
broke ground for a _ 150,000-kw 
plant ... one of a number of atomic 
plants under design or construction in 
this country by private enterprise repre- 
senting an estimated total investment of 
over $350 million and an electric output 
capacity of over 1.3 million kilowatts. 


These automic energy projects have a 
special significance for all of us. The 
earth’s remaining supplies of conven- 
tional fuel such as coal, oil, etc., though 
still very large, are nonetheless limited 
.. . technology will make available new 
forms ... Of a number of possibilities, 
nuclear energy now gives the brightest 
promise. 


COMBUSTION ENGINEERING, INC. 

Last September the Company 
shipped the heaviest unit of atomic power 
equipment in the world, the shell of a 
235-ton reactor vessel for America’s first 
full-scale nuclear power station .. . to 
be operated by Duquesne Light Co. and 
scheduled to go in service the latter part 
of this year .. . 

The Company is currently engaged in 
an even more difficult nuclear project — 
the reactor vessel for the Power Reactor 
Development Company which will be in- 
stalled in the Enrico Fermi Nuclear 
Power Station. 

Many other reactor components for 








(From 1956. Report Continental Can Co) 


~ Model of reactor for study of food preservation at Plainsboro. N. J. 
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the Naval Reactor Branch of the Atomic 
Energy Commission were shipped last 
year and a substantial volume of this 
work was under fabrication in the var- 
jous Company plants. We also have sev- 
eral contracts in process for large nu- 
clear components for submarines and 
surface ships. 


The Navy’s program will call for a 


the next few years. The principal nuclear 
contract awarded to the Company by the 
Atomic Energy Commission last year 
made Combustion the prime contractor 
for an atomic power plant to be installed 
in a submarine prototype ... Its com- 
pletion will mark another major step 
in the program of the Company to place 
itself in a position to take full advantage 
of the large future potential in atomic 
power, both for the generation of elec- 
tricity by utilities and for ship propul- 
sion. 


COMMONWEALTH EDISON CO. 
.. . Dresden Nuclear Power Station 
... largest all-nuclear plant under way 
in the United States — will be owned 
and operated by Edison . . . completion 
scheduled for 1960. We are convinced 
that nuclear power will play an im- 
portant role in our future and are look- 
ing forward to the advent of economic 
nuclear power as a favorable prospect 
for the Company, for the electric in- 
dustry at large, and for the country. 


CONTINENTAL CAN CO. 


. With nine other companies in 
varied industries to begin construction 
this year of a nuclear reactor to make 
long-range studies of how gamma rays 
affect packaging materials and how radi- 
ation can best preserve foodstuffs and 
other products. This area of activity 


poses many problems and much poten- 
tial. 


























CONSOLIDATED EDISON CO. 


... On May 4 the Company received 
Atomic Energy Commission Permit No. 
1 for private construction of a nuclear 
fueled generating station. Work began 
late in December. It has been decided 
to increase the capacity from the 236,000 
kw originally announced to 275,000 kw. 
The cost estimate has been increased 
from $55 million to $70 million. 


... Heat is generated by the fission 
of atoms in the reactor core, fueled with 
relatively small amounts of enriched 
Uranium-235 and large amounts of the 
much cheaper non-fissionable thorium- 
232 which converts to fissionable U-233 
during chain reaction. The uranium and 
thorium, in the form of oxide powders, 
are mixed, formed into pellets and in- 
serted in zirconium tubes. Annual fuel 
requirements are estimated at 400 pounds 
of uranium-235 and 10 tons of thorium. 
he coolant — demineralized ordinary 
Water — flows through the spaces be- 
tween the tubes under a pressure of 





















JuLy 1957 


substantial number of reactor cores in 





(From 1956 Report Delaware Power & Light Co.) 
Architect’s drawing of atomic power station at Monroe, Mich. 
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1,500 pounds per square inch to prevent 
boiling as the water extracts the heat 
from the core. This pressurized water 
(at 510° F.) is circulated by pumps and 
piped from reactor to boiler sections. 
.. . Four boiler sections consisting of 
evaporator and separate steam drum of 
the nuclear steam generator are con- 
tained in two steel spheres. The pres- 
surized water flows through U-shaped 
stainless steel tubes in the evaporator, 
surrounded by the boiler water which 
turns into steam by absorbing heat from 
the water. No radioactivity has been ac- 
quired by the boiler water. The steam 
rises to the steam drum, where it is 
dried by passing through steam separ- 
ators and is now in a saturated state at 
450° and pressure of 405 pounds per 
square inch. It next flows to the super- 
heater. From here on the process is the 
conventional one in generating stations. 


CORNING GLASS WORKS 

.. . The new organization known as 
Sylvania-Corning Nuclear Corporation 
will begin operations in the spring of 
1957. Both companies have been active 
in nuclear work for some years. Syl- 
vania’s Atomic Energy Division at Bay- 
side and Hicksville, L. I. — which will 
become a part of the new organization — 
is one of the leaders in the development 
and fabrication of fuels and components 
for nuclear reactors and a pioneer in 
the development of atomic fuel recovery 
processes for non-military applications. 
Corning’s Research Laboratories have 
developed materials and processes for 
use in fabricating both ceramic reactor 
fuels and ceramic assemblies for holding 
and protecting the fuel when in use. 


CUNO ENGINEERING CORP. 
. .. Cuno supplies several types of its 
Filters — both standard and new, spe- 


ae 





One of 1956 power plants of Detroit Edison Co. which produces 664,000 kilowatts ‘ai 


employs 170. This compares with a 1910 power plant producing 20,000 kilowatts and re. 
quiring 100 employees. 





cially designed, models — for a wide 
variety of nuclear power and research 
applications. One example is the Pres- 
surized Water Reactor now being built 
by Westinghouse Electric Corp. 
include “‘Demineralizer Vessels” used to 
remove radioactive particles during act- 
ual operation... and “Primary System 
Filters” to remove harmful particles 
from the water stream during the pre- 
operational period. 

CURTISS-WRIGHT CORP. 

. . - Most of the Research Division is 
classified, but current programs include 
research and development of nuclear 
power, advanced power plants and com- 
ponents, new engine types, combustion of 
new fuels, and aerodynamic and thermo- 
dynamic problems of supersonic flight. 


CRANE CO. 

. A separate sales staff and a separ- 
ate engineering staff have been organ- 
ized to devote their time exclusively to 
inquiries and orders for our type of 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 












equipment in the a:omic energy field. The 
inspection division at the Chicago Works 
has just completed the installation of a 
$150,000 loop which will enable us to 
test valves and other equipment with the 
extremely high pressure-temperature wa- 
ter used in nuclear reactor systems. So 
exacting are the requirements that a 
large, separate shop with new equipment 
has been established, devoted exclusively 
to the machining, finishing, and assem- 
bly of valves for atomic energy services. 


DAYSTROM, INC. 


Transition from an instrument 
manufacturer to a designer end supplier 
of complete nuclear reactors and con- 
trols has been made by Daystrom Nuclear 
. .. Several contracts, including the de- 
sign and manufacture of the Brook- 
haven Medical Reactor and a reactor for 
Curtiss-Wright Corp. have been obtained. 
Important work on the atomic ship pro- 
gram for the Navy is also being under- 
taken. An “Argonaut” type, 10-kw train- 
ing reactor is being made for sale to 
colleges, universities and industry. Use 
of reactors in industrial chemical] pro- 
cessing and the production of nuclear 
radiation for peacetime application is 
being studied. 


DETROIT EDISON CQ. 

... From 1951 to the end of 1956, the 
Company has charged to expense $3,895, 
742 for nuclear power developments, in- 
cluding appropriations of $1,459,000 for 
the corporate purposes of Power Reactor 
Development Co. and $1,500,000 for 
Atomic Power Development Associates, 
Inc. 


... Detroit Edison will build, own and 
operate a conventional steam turbine 
generator at a cost of about $14,000,000. 
It will purchase the steam produced by 
the reactor for utilization in the turbine- 
generator at price levels which, 
together with other costs incurred on the 
turbine-generator will reflect the equiva 
lent unit cost levels which Detroit /dison 
would incur in providing electrical ¢ 
pacity and in producing electrical energy 
on its system from a modern high-eft- 
ciency conventional steam plant. 
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TO THOSE WHO DREAM 


THE DREAMS THAT KEEP 


AMERICA GREAT... 
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Cities Service believes it is altogether fitting 
that its splendid new research laboratories at 
Cranbury, New Jersey be dedicated to those 
who will use them so wisely and well. 

Often unsung, sometimes unappreciated, 
the men of science in the industrial labora- 
tories of the country are a national resource 
beyond the command of money. 

They kindle the fires of imagination and 
keep them burning. They spark the constant 
development of new products and the con- 
tinual improvement of established ones. Be- 
cause of their dedication to the new and bet- 
ter, management can build, salesmen can sell, 
every business can grow in usefulness, and 
t!.e public benefits. 
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Joining four other great Cities Service lab- 
oratories, these newest facilities will provide 
the most advanced equipment for research in 
petroleum and allied fields. Included is a mod- 
ern nuclear section for long-range research in 
the field of process development, fuels and 
lubricants—the heart of which is the largest 
concentration of irradiated cobalt ever to be 
supplied by the Atomic Energy Commission's 
Brookhaven National Laboratory. 

Cities Service is proud, indeed, of its mod- 
ern new laboratories and their advanced 
equipment . . . but takes far greater pride in 
the men who will man them. It’s their dedica- 
tion and skill that spark our growth and our 
service . . . for today and for tomorrow. 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statisics, Yale University 


THE NARROW RANGE OF TODAY’S PENSION FORMULAS 


“PENSION FORMULA’ IS A RULE FOR 
ae an employee’s pension 
from a knowledge of (1) his credited 
service up to retirement date, and (2) 
his pensionable compensation. For ex- 
ample, a pension rate of $800 a year 
might be obtained by using a “pension 
formula” on the information that a cer- 
tain employee about to retire at age 65 
had 30 years of credited service and a 
pensionable compensation of $4200 a 
year. We note that the latter could have 
been derived by averaging his last five 
years’ gross compensation prior to re- 
tirement, by averaging his whole career’s 
basic compensation, or in any one of a 
hundred different ways—though we fa- 
vor the first one mentioned and perhaps 
tend to think in terms of it. 


It is our contention that the employer 
today is more or less restricted to a 
choice between a handful of formulas if 
he is to give his employees reasonable 
and simply-calculated pensions. 


Limiting Factors 


We examine the question of the avail- 
ability of pension formulas bearing 
four points in mind: 

1. “Primary” social security bene- 
fits for an employee who has averaged 


$4200 a year amount to $1302 a year.! 


2. Union-negotiated pensions vlans 
are now providing between $1.75 and 
$2.50 a month i.e., between $21 and 
$30 a year) for each year of an em- 
ployee’s service; 


3. 1.401-2(e) (2) of the Regula- 
tions prescribed under sections 41 
to 404 of the Internal Revenue Code 
limits to 37 44% the excess pension 
on that part of an employee’s pension- 
able compensation that exceeds $4200 
a year; 


4. The “target” for non-contribn- 
tory pensions after long service is 
about 50% of pay after an employee’s 
‘primary’ social security has been in- 
cluded with the company pension. 


Starting with an analysis of (1) and 





‘The average employee between 45 and 64 today 
will qualify for $1200 a year at age 65 (Pension 
Costs in relation to the Hiring of Older Workers, 
U. S. Dept. of Labor, BES No. E150, 1956). 
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(2), let us consider the union employee 
whose pensionable compensation is 
$4200 a year. Primary social security 
will bring him in 31% (or perhaps a 
little less) on retirement at age 65, and 
his negotiated “pattern” plan will give 
him between 14% and 34%? of his an- 
nual pensionable compensation for every 
year of service with his employer. If he 
has worked for 30 years with his last 
employer his retirement income (includ- 
ing primary social security) will thus lie 
between 46% and 5314% of his pen- 
sionable compensation. In other words, 
the union bargainers have succeeded in 
approximating the target 50% for a 
$4200-a-year employee with 30 years of 
service. 


The 50% -Pension Criterion 


Then why not approach the problem 
from the viewpoint of satisfying the 
50% criterion of (4) above? Before we 
do so we must define what we mean by 
“long service.” In fact this is the chief 
area in which the employer of today 
must make a decision which will in- 
fluence his “pension formula”. In order, 
therefore, to illustrate the differences 
that can arise with different definitions 
of “long service” we have chosen illus- 
trative figures of 25, 30, 35 and 40 years 
of service at retirement. It is then easy 
to find the percentage of pensionable 
compensation to be credited for each 
year of service if the $4200-a-year em- 
ployee is to receive a 50% pension when 
his primary social security is included 
therein. The results (to two decimal 

214% of $4200 = $21, %% of $4200 = $31.50. 
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places) are shown in the second column 
of the table headed THEORY. It will be 
seen that they range from just over 
34% to just under 144%. 


Of course if we establish a pension 
formula of .76% of pensionable com. 
pensation for each year of service, the 
$4200-a-year man will reach his 50% 
target at 25 years of service (see table) 
but any employee with more than $4200 
a year will fail to reach that percentage. 
For example, .76% of $10,000 is $76 
and after 25 years this produces a com. 
pany pension of $1900 to be added to a 
primary social security of $1302. The 
result, $3202, is only 32% of the em- 
ployee’s pensionable compensation. This 
is, of course, because social security 
benefits are only calculated on the first 
$4200 of a worker’s pay. 


If, therefore, we want to attain the 
50% target for all employees irespec- 
tive of their pensionable compensation, 
we must supplement the basic percent- 
ages quoted in the second column of our 
table—which percentages we have as- 
sumed to apply to the whole of a man’s 
pensionable compensation even if it ex- 
ceeds $4200 (and the reason will soon 
be obvious). In the third column of the 
THEORY table we have therefore shown 
the supplementary percentages to be ap- 
plied (each year) to the excess of the 
employee’s pensionable compensation 
over $4200. As an example we revert to 
the $10,000-a-year employee who ac- 
crued $76 a year of company pension on 
account of the basic percentage of .76%. 
The excess of his pensionable compensa 
tion over $4200 is $5800 and, according 
to the third column of our table, is t 
incur a pension accrual of 1.24%, 1. 
$71.92 a year. After 25 years this em- 
ployee has thus accrued $3698 (i. e- 
25 x 147.92) of company pension and 
has, in addition, $1302 of social security. 
The total retirement income, namely 
$5000, is precisely 50% of pay. This 
will hold true whatever pensionable com- 


pensation—$8,780, $25,000—we use. 


However, we must now bring into ac 
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count item (3) mentioned earlier, the 
freasury’s limitation on pension for- 
nulas which refer only to that part of 
a1 employee’s pensionable compensa- 
yon in excess of $4200. After 30.2 years 
of service the 1.24% of excess pension- 
able compensation shown in column 
three of our table will amount to 37144% 
aid will thus have reached the ceiling 
permitted in the Regulations. No em- 
ployee may, therefore, receive credit for 
nore than 30.2 years of service on the 
“excess” portion of the pension formula. 
lhe other credit ceilings may be seen in 
the last column of our table. 








Practical Considerations 


There is no need to emphasize why we 
have labelled the table under discussion 
1HEORY for no employer would actually 
use the two-decimal percentages we have 
calculated. Nevertheless, the table is an 
essential first step to the table headed 
SUGGESTED PRACTICE. In this we find the 
practical, workable percentages that ap- 
proximate to those of the first table and 
therefore produce close to a 50% pen- 
sion after the numbers of years specified 
It is this second table that justifies our 
initial statement about the sparsity of 
pension formulas available today. 
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Consider, in the first place, the second 
column of the table. Only three per- 
centages, 14%, “4% and 34%, emerge 
as practical working figures for every- 
day use. Now look at the third and 
fourth columns of the table. The 30- 
year ceiling on service which must be 
coupled with the 114% formula leads us 
lo reject it as impractical (except in 
special circumstances). The 6/7% figure 
appears unnecessarily complex and we 
are left with the two percentages, 34% 


and 1‘), 





















The Results 





The net result of the arguments we 
have advanced is simply this. If we aim 
ala 50% pension at all pay levels we 
may only choose between two formulas 
8% pius 1% and 14% plus 34%. How- 
‘ver, if we are prepared to see the higher 
paid employee get a somewhat smaller 
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If you do business in California... 


our statewide 


TRUST 
SERVICES 


can help you 


Fully equipped Trust Department 
offices in 27 cities serve all of California 
... Offer Trust Services through more 
than 600 branches. 


There’s a Bank of America District 


ce Trust Office in each of these California 
cities: 
Bakersfield Oakland San Francisco 
Beverly Hills Pasadena San Jose 
Chico Pomona San Mateo 
Eureka Redlands Santa Ana 
Fresno Riverside Santa Barbara 
Glendale Sacramento Santa Rosa 
Hollywood Salinas Stockton 
Long Beach San Bernardino Ventura 
Los Angeles San Diego Whittier 


Bank of Amecica 


NATIONAL ¢8YSTA82 ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





percentage of compensation than the 
lower paid employee with the same num- 
ber of years of service — an anachron- 
ism in these days of struggle to retain 
the company’s most highly trained em- 
ployees — we have a further five formu- 
las, namely 14% plus 42%, 74% plus 
3%, 37 plus *4%, 4% plus *4% 
and %4% plus 1%. 

Inclusion of A Death Benefit 


If a pension plan includes a death 
benefit in service the range of possible 
formulas is circumscribed even more. 
This is because the inclusion of a death 
benefit reduces to 3314% the 3714% 


ceiling mentioned in number (iii) of our 
limiting factors.* 

With this further limitation in mind 
the four numbers in the last column of 
the table called SUGGESTED PRACTICE be- 
come 2624, 3314, 38-8/9 and 44-4/9, 
respectively. This really rules out the 
first two of our two general formulas 
(namely, 4% plus 1%) unless the “ex- 
cess” portion is subject to a service 

®Mimeograph 6641 of May 3, 1951 as modified. 
Although the phraseology of this ruling is designed 
to meet the case of the individual-policy plan with 
an insurance feature we understand that the 
Treasury will accept its application to self-insured 


plans providing reasonable lump-sum death bene- 
fits or automatic widows’ pensions of one-half the 
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employee’s accrued credits. 
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CONDENSED STATEMENT OF CONDITION, JUNE 30, 1957 


ASSETS 








- $ 237,331,300.08 











Painesville « 





COMMERCIAL «+ 





United States Government Securities . : v ? ° 333,814,973.08 
State, Municipal and Other Securities .... « 99,019,886.98 
Stock of the Federal Reserve Bank . ....« « 2,550,000.00 
Leamsamd Discounts . ..+.:--cccseceevee 763,902,677.85 
Bank Premises . sh Gin 2 & Bk &. G68 & @€ & 6 3,090,277.30 
Other Real Estate cs nt 6 EB OS OO OO 4 OOo wD 1.00 
Other Assets . . oeeeeeeeeeeeeeee 6,953,454.58 
$1,446,662,570.87 
-LIABILITIES 
Capital Stock ....... $ =20,000,000.00 
SGerpins . 2. ee s+ ee see 65,000,000.00 
Undivided Profits .... « 10,514,270.94 
Capital Funds $ 95,514,270.94 
DEPOSITS 
Commercial and Savings . . $1,292,404,788.33 
Estates and Corporate Trust . 46,108,645.64 
Total Deposits 1,338,513,433.97 
Accrued Taxes, Interest,etc. ....++s-s. i 10,053,370.10 
eae eee ee ee 2,581,495.86 
$1,446,662,570.87 


United States Government Securities carried at $123,871,143.70 are pledged tosecure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 





Assets are shown NET after deducting Valuation Reserves. 


4 Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services. 


63 CONVENIENT OFFICES 
Northern Ohio: 
Willoughby « 
Lorain and 
4 Everywhere in Greater Cleveland 
SAVINGS «+ 


Largest branch banking system between New York and California 
727,999 SAVINGS AND CHECKING DEPOSITORS 


Member: Federal Deposit Insurance Corporation 





Bedford « Solon 
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limitation of 33 years and 4 months, 
That means we are left with one general 
formula for the “death benefit” case. 
namely 14% plus 34%. Is it any wonder 
that this formula is becoming so popu- 
lar? 


HEARINGS ON WELFARE AND 
PENSION LEGISLATION 


Testimony is now being taken by the 
Senate Subcommittee on Welfare and 
Pension Plans Legislation headed by 


Senator John F. Kennedy (D. Mass ) 
On June 20, John L. Gibbons, execu. 


tive vice president of the Chemical Com 
Exchange Bank of New York City, 
testified on behalf of the American 
Bankers Association of whose Com. 
mittee on Employees Trusts he is chair. 
man. The Association feels that com- 
pliance with Internal Revenue require- 
ments renders unnecessary any further 
reporting to a Federal authority by 
qualified pensions and deferred _profit- 
sharing plans. On the question of dis- 
closure to employees, Mr. Gibbons stated 
that it was his “personal conviction” 
that “the furnishing to employees of de- 
tailed information about assets and 
liabilities of pension trusts would create 
more confusion than enlightenment.” 


Mr. Robert C. Tyson, Chairman of the 
Finance Committee of U. S. Steel, was 
the first company spokesman to testify 
(June 21). Mr. Tyson had doubts about 
the desirability of federal legislation in 
this field but if such legislation were 
enacted it was his hope that “it be 
aimed primarily at the correction of 
abuses where abuses have been shown 
to exist, and that every effort should be 
made to limit the burdens and expenses 
entailed not only to the Government it- 
self, but also upon the half a million or 


more plans now in existence.” 
A A A 


N. Y. Banking Department 

Reports on Pension Trusts 

As this issue was going to press, the 
New York State Banking Department 
released a report showing that pension 
and other employee welfare funds held 
by banks in New York State last No 
vember had aggregate assets of $84 
billion, reflecting “a continuation of the 
striking growth of such funds, presently 
at the rate of $1 billion a year,” accord: 
ing to Deputy Superintendent William 
R. Brennan, Jr. In a memorandum to all 
employee welfare funds, banks with trust 
powers and actuaries, Mr. Brenna 
pointed out that these assets belonged 
to 2,706 funds of all types held by banks 
in New York, covering 5,470,690 em 
ployees. (Further details in next ‘ssue-) 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


Gregory F. Stone, Jr., asst. trust of- 
ficer, assigned to the Fresno office at 
1522 Fulton Street; Joseph P. Hiss 
promoted to asst. vice president at 
San Francisco. Hiss was formerly 
asst. trust officer. 


Fresno & 

San Francisco 
First WESTERN 
BANK & TRusT Co. 


Los Angeles John Pring, head of the estate plan- 
CITIZENS NATIONAL ning and new business division of the 
Trust & SAVINGS trust department, advanced to trust 
BANK officer. 


Los Angeles 
SECURITY-F IRST 
NATIONAL BANK 


Leslie M. Paullin named asst. cor- 
porate trust officer and assistant 
secretary in the trust department. 
San Diego 

SAN DIEGO TRUST 
& SAVINGS BANK 


Robert Karl Castetter, formerly asso- 
ciate professor of business manage- 
ment at San Diego State College, 
where he conducted courses in estate 
planning, trusts, taxation, advanced courses in insurance 
and business law for chartered life underwriters, and the 
law portion of study in preparation for C.P.A. national ex- 
aminations, appointed a trust representative of the bank. 


Denver 
AMERICAN 
NATIONAL BANK 


Hartford 


COLORADO 


Homer B. Shelton elected asst. trust 
officer. 


CONNECTICUT 


Max A. Greiner advanced to trust of- 


HARTFORD NATIONAL ficer, Walter T. Hyer to asst. trust 


BANK & TrustT Co. 


officer. Greiner has been in the trust 
department since 1926 and is assigned 


to operations and personnel in that department. Hyer joined 
the bank 21 years ago. 


Atlanta 
TRUST COMPANY 
OF GEORGIA 


Chicago 
LA SALLE 
NATIONAL BANK 


Chicago 
NORTHERN 
Trust Co. 


Elgin 
First 
NATIONAL BANK 


Spring field 
First 
NATIONAL BANK 


Indianapolis 
INDIANA 
NATIONAL BANK 


A graduate of Butler U., Chandler has 
€n in the investment field all of his 


busines career. 
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GEORGIA 


Thomas B. Park elected asst. trust 
officer. He holds degrees of A.B.J. 
from U. of Georgia and LL.B. from 
Columbia U. Law School. 


ILLINOIS 


Robert W. Williams appointed adver- 
tising manager, 


Appointed assistant secretaries in the 
trust department were Clifford L. But- 
ler, Jr., Raymond E. George, Jr., Wil- 
liam I. Groth and John R. Mont- 
gomery, III. 


Albert J. Wilkening, formerly vice 
president and trust officer, named 
president, succeeding the late George 
W. Glos. 


Harold Hawkins, who has been in the 


trust department, promoted to direc- 
tor of public relations. 


INDIANA 


G. Dana Chand- 
ler promoted to 
vice president 
and trust officer. 





MAINE 
Lewiston John D. Robinson will become asst. 
MANUFACTURERS trust officer, after resigning from his 


NATIONAL BANK duties at the U. S. Internal Revenue 


Service at Lewiston. A graduate of 
the U. of Maine, he has done graduate work there and at 
U. of Michigan. 


MICHIGAN 
Detroit Lewis H. Whitaker advanced from 
MANUFACTURERS asst. cashier in the banking depart- 


NATIONAL BANK ment to, asst. trust officer. 


MISSOURI 
St. Louis Eugene W. Zieger named assistant 
St. Louis real estate trust officer. Zieger has 


UNION TrRusT Co. been a member of the real estate de- 
partment since 1930. Alexander Hen- 
derson, head of the estate planning department and asst. 
vice president, resigned after 27 years of service. W. J. 
McConnell, trust officer, retired after 38 years with the 
company, 


NEW YORK 
New York John M. Grotheer and William T. 
CHASE Reiners promoted to asst. vice presi- 


MANHATTAN BANK dents, and Albert O. Holt to assistant 
treasurer, all in the trust department. 
Grotheer, a graduate of New York U. and Fordham U. 
Law School, was admitted to the New Yerk Bar in 1934. 
He joined the bank in 1946, and had been an estate planning 
officer. Reiners’ banking career began in 1923 as a page. 
He was assigned to estate planning in 1940 and appointed 
personal trust officer in 1947. Holt, with the bank since 
1924, most recently has been in the custody administration 
division. 
New York 
CHEMICAL CORN 
EXCHANGE BANK 


James F. Kennedy promoted to trust 
officer, pension trust department. 


Troy 
MANUFACTURERS 
NATIONAL BANK 


White Plains 
CouUNTY 
TRustT Co. 


Erastus Corning joined the bank as 
trust investment officer. 


Joseph E. Hughes elected chairman 
of the board and is succeeded as presi- 
dent by William L. Butcher, following 
the resignation of Andrew Wilson as 
chairman. Wilson will remain as a director and member of the 
executive committee, 


NORTH CAROLINA 


Wilson J. B. King named vice president and 
BRANCH BANKING _ trust officer. 
& Trust Co. 
OHIO 
Toledo Alfred G. Wiegand retired as as- 
OHIO CITIZENS sistant secretary in charge of trust 
TRustT Co. operations. Wiegand, with the com- 


pany since ’38, set up the administra- 
tive system of the trust department. 


OKLAHOMA 


Oklahoma City Charles B. Stuart advanced to ex- 
FIDELITY NATIONAL ecutive vice president and trust offi- 
BANK & Trust Co. cer. With Fidelity National since 

1940, he has been vice president and 
trust officer since 1946. 
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Jenkintown E. Donald Stuck appointed trust of. Hi 
JENKINTOWN BANK ficer, having formerly been asst. trust Ph 
& Trust Co. officer of TRENTON (N. J.) TRUST Co, 

Pittsburgh David K. Hildner named a trust of. 
FIDELITY ficer. The 
Trust Co. sylvani 

Pittsburgh John A. Mayer named executive vice phia, 
MELLON NATIONAL president. Mayer joined the bank as§)" 
BANK & TrRuUsT Co. a vice president in 1951 and was for ae Co 

e Co 





a time head of the trust department, 
He had previously served as president and director of Re. 


JOHN A. MAYER 


FRANCIS G. HAWKINS 


Roy M. Hurr 


Tulsa Tulea Pittaburgh liance Life Insurance Co. of Pittsburgh, is chairman of the 
OKLAHOMA board of Pennsylvania Economy League, Inc. and a trustee 

Tulsa Roy M. Huff advanced to vice presi- of the U. of Pennsylvania. ; 
NATIONAL BANK dent and senior trust officer, Francis Norman R. Smith appointed a trust officer. Smith has been 
oF TULSA G. Hawkins to vice president and assistant secretary in charge of the stock transfer division, 


trust officer. Huff has had over 30 York Robert F. Flinchbaugh elected asst, 





years in the trust field, and is an instructor in the U. of 
Tulsa Law School since its inception. His two-volume work, 


“Oklahoma Probate Practice,” was published this year. 
Hawkins has been with the bank 10 years, having been 


Drovers & MECHAN- trust officer. 
1cs NATIONAL BANK 


SOUTH CAROLINA 























a trainee on the G.I. program. He holds a Law degree from Charleston William W. Griffen named asst. trust 
Tulsa U., and a Masters from Oklahoma State U., Past FIRST officer. 
President of the Tulsa chapter, A.I.B., president of the Trust NATIONAL BANK Stock 
Division of the Oklahoma Bankers Association, president Greenville James P. Whitlock promoted to asst, (rater i 
of the Tulsa State Planning Forum, he is presently treasurer SouTH CAROLINA cashier in addition to being asst. trust Pen 
of the Investment Analysts Association of Tulsa. NATIONAL BANK officer. persone 
PENNSYLVANIA TENNESSEE 
Erie Michael F. Nowak elected trust of- Athens Mrs. Mildred Smith advanced to asst. ff of tho 
FIRST ficer. FIRST trust officer. 
NATIONAL BANK NATIONAL BANK The 
June 1 
@ be Trust officer, 45, in banking 23 to reflect the steady growth of trust busi- of Pem 
EMPLOYMENT EXCHANGE years, head of trust department 10, with ness. trustee 
experience in legal, probate, tax, promo- Flint, Mich. As reported last month § Under 
@. tion, investment, interested in South- (p. 605) merger of the GENESEE County g Manage 
west and Pacific Coast. 75-5. Savincs BANK and the Mercuants & § “lecte 


Individuals seeking positions in trust 
departments may have free listing 
herein (maximum five lines). Re- 
spondents should address corre- 
spondence to Code number shown, 
care of “Trusts and Estates,” 50 E. 
42nd St., New York 17, for forward- 
ing to applicant. 

Trust officer-attorney, 39, with 10 years 














A A A 


New Trust Powers, Mergers 
Waterbury, Conn.—Merger of NAUGA- 
TUCK NATIONAL BANK with COLONIAL 
Trust Co. was approved by stockholders 
of both banks. Subject to approval of 


MECHANICS BANK became effective July 
1, under the name of GENESEE MER- 
CHANTS BANK & TrRusT Co. 

Toledo, Ohio — 
A new Trust Ser- 
vices Division has 
been organized by 








same y 
posited 
at his « 


The 
books > 
the Cc 
petual 


in large and medium departments, de- ae the NATIONAL D. and 
sires No, 2 position in medium size bank authorities, the merger was to become BANK OF TOLEDO, College 
or senior position in large trust depart- effective July 12 under the ware of the with Duncan New- feos specifie 
ment; responsibilities include taxes and latter. William G. Boies, president and ell, Jr., named as | lished 
estate administration. 77-1 tru st officer of the Naugatuck National, vice president in I 
Trust officer, 39, with law degree and will be president of the merged egal charge. Newell 7 * 
administrative experience in large de- Catiam; Winthrop W. Spencer, president presently is vice DUNCAN H. NeweLt, JR — 
partment, seeks larger opportunity any- . — ia eee =“ ie president and trust officer of First Port- “a a 
where but West Coast and metropolitan board and chief executive officer. The LAND (Maine) NATIONAL BANK and will — 
New York. 77-2 combined bank will have total assets of assume his new position about September ae ' 
; $60 million, with eight offices. sii " feiary 
Young man with 5 years corporate Libertyville. I] r L C 1. In explaining the announcement, Bi” 
trust work, account administration, _ Saiates ct B ie <enig tonne trea Facet nee Rnight advised - on her 
operations and management, business and ,_ "long range plans are aimed at bringing 
law degrees, desires new position. 77-3 : ust aga =~ trust an will trust service to the level of the ordinary eee’ 
Investment analyzer desires trust de- pitgyoonse _ pony satan oe oe ee, WN ae Seem, Bie %y “oti © ; = 
sidiathdead. tanltion. 16-2 ney, ee ive vice president and trust that a ‘Trust Department’ is an austere of the 
officer. place available only to the wealthy.” The § Crater 
Grand Haven, Mich. — GRAND HAVEN first ste svchologically is to remove @ 4 mete, 
STOCK TRANSFER BANK’s name has been changed to SECUR-__ the Prva ins it rei Department in dia 
A large California bank has opening for ry First BANK & Trust Co. and begin to emphasize Trust Services. meteor 
man with experience in stock transfer and New York, N. Y. — Trust COMPANY Upper Darby, Pa. — Upper Darby — 
registration. ne supervise ane aay and OF NoRTH AMERICA merged with the COL- NartonaL BANK received trust power’: ; lies 
3 a ly Msn = Soe with LEGE PoINT NATIONAL BANK, under the The new trust department will be ag 
knowledge of all phases of work. State name of TrusT Co. OF NORTH AMERICA. headed by Dr. D. L. Helfferich, exec” met 
age, qualifications, experience and salary Ann Arbor, Mich. — StTaTE SAVINGS tive vice president, assisted by Thomas tals. 
nr red itis ccntilioaiel.” AND BANK has changed its name to STaTe’ E. Burns, Jr., asst. vice president and # One 
: : BANK & Trust Co., effective June 17th, asst. trust. officer. trustee 
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Highlights in History of 
Philadelphia’s First Trust 
Department 
The trust department of First Penn- 
ylvania Banking & Trust Co., Philadel- 
phia, now commemorating its 175th 
year, goes back to a charter amendment 
approved in 1836. This amendment gave 
the Company power to accept real and 
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Stock of 


company which owns Winslow 
(rater is held in trust administered by First 
Pennsylvania Banking & Trust Co. 





asst. 
trust 




















personal property in trust, and was the 
frst charter to do trust business granted 
t0 any bank in Pennsylvania, and one 













asst. B of the earliest in the nation. 
The first trust estate was recorded on 
___. B June 15, 1838, when the Supreme Court 
busi- @ of Pennsylvania appointed the Company 
trustee of the estate of Allen Armstrong. 
ionth @ Under this appointment the Company 
unty @ Managed Philadelphia real estate and 
ts &@ “lected ground rents. In October of the 















same year a resident of Pittsburgh de- 
posited $460 in trust to be withdrawn 
at his discretion. 


July 
MER- 





























The oldest trust still active on the 
books was the 77th to be accepted by 
the Company. Income from this per- 
petual trust, created in 1858 by Thomas 
#).and Mary A. Mutter is paid to the 
College of Physicians of Philadelphia for 
specified purposes. Other trusts estab- 
lished in the 1870’s are still operating. 





















































In one case, the Orphans’ Court sus- 
tained trusts for grandchildren as a 
lass, and one grandchild, now very 
ederly, still survives. Another trust ran 
more than seventy years as the bene- 
fciary lived to be well past ninety. The 
tust officer sent her a bouquet of roses 
m her 90th birthday. 


Among the unusual assets administered 
by the Trust Department is the stock 
of the company which owns Winslow 
Crater in Arizona. This crater, made by 
4meteorite 2,000 years ago, is 4,200 feet 
in diameter and 600 feet deep. The 
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ices. § Meteor contains zinc, iron, platinum and 
) ARBY iridium valued at half a billion dollars. 
wers. lies about 700 feet below the crater 
1 be for and over a million dollars has been 
sxecu- Pent to locate and recover the precious 
romas “tals. 

t and # One very old account prohibits the 





tustee from investing in mortgages on 





real estate located in former slave states. 
Under another account, statues are be- 
ing erected in memory of Revolutionary 
War heroes. 


The phenomenal growth of First Penn- 
sylvania’s trust department activity may 
be most easily envisioned by a compari- 
son of yearly trust fund totals. On Jan- 
uary 1, 1837, trust funds amounted to 
only $4,932. Ten years later they had 
grown to $176,446, and by 1855 had 
crossed the million mark. Today per- 
sonal trusts number about 8,870 and 


trusts and agencies total more than 
$2,200,000,000. 
A A A 
J. P. Morgan Centralizes 
Operations 


A goal of more than 40 years was 
realized by J. P. Morgan & Co. Inc., in 
June with the centralizing of all its 
operations under the bank’s own roof 
following a year-long remodeling and 
relocation program. Last year the com- 
pany acquired the adjoining 15 Broad 
Street building through a_ subsidiary. 
As owner, it has been able to enlarge 
and relocate its space in the building 
for greater convenience and efficiency, 
while insuring room for fauture growth. 
Extensive remodeling, including the open- 
ing of passageways to 23 Wall on 
all common floors, has tied the two 
buildings together and given the bank 
a one-piece layout. 


Along with the benefits of increased 
space and greater integration, the Mor- 
gan bank gains an incidental advantage 
from its new physical set-up. Convinced 
— even in a time of widespread bank 
merging and branching — that a cen- 
tralized one-office operation best suits 
its type of service, Morgan’s was en- 
abled to eliminate its only domestic 
“branch.” Under State banking law the 
dividend department operation at 120 
Wall Street was a branch office, though 
no banking business in the usual sense 
was carried on there. With removal of 
the last filing cabinet on the June 22-23 
week-end, the “branch” was formally 


declared closed. 





Desks for new quarters of J. P. Morgan & 
Co. trusts and investments department are 
exact copies of traditional roll-tops long 
used in bank. Lights in ceiling represent 
first such installation anywhere of wide- 
angle fluorescent fixtures to give uniform 
brightness and eliminate glare. 
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Royal Trust Co.’s Toronto 
Branch 50 Years Old 


In honor of its sesqui-centennial, the 
Toronto Branch of the Royal Trust Co. 
(head office, Montreal) has published a 
booklet, 50 Years in Toronto, in which 
veteran newspapermen have prepared 
for the Company a digest of significant 
events, decade by decade, and year by 





1907 scene reproduced in Royal Trust Co.’s 
booklet. 


year. In the 1917-1926 decade, “Income 
taxes began. Victory Bond sales went 
over the top. Thousands of people became 
investment minded . . . In the 10 years, 
assets administered by the Royal Trust 
more than doubled to $382 million.” 


The 1937-46 era saw the Canadian dol- 
lar start to climb “after dropping to 90 
cents in the States,” and “in this period 
the Royal Trust Company’s assets under 
administration increased to more than 
$900 million, and the Toronto Branch 
office moved to the Company’s new 10- 
story building.” In 1940, Canada and the 
U.S. consulted on the St. Lawrence Sea- 
way, in 1942 the Alaska Highway 
started, and in 1946 the Canadian Atomic 
Energy Commission was formed. 


The section on latest decade — 1947 
to 1956 — describes Canada as “progress- 
ing at a scorching speed .. . Prices of 
almost everything, except gold, kept 
steadily rising . Assets under ad- 
ministration of the Royal Trust Com- 
pany grew to $1,572 million.” 


The booklet is illustrated with photo- 
graphs of officers and staff, and sketches 
of outstanding events. 


ee oe 
IN MEMORIAM 


MERREL P. CALLAWAY, vice president 
and head of the trust department, GUAR- 
ANTY TRUST Co., New York, from 1919 
until retirement in 1942. One of the all- 
time leaders of the trust fraternity and 
a pioneer in Bar-Trust Company rela- 
tions. 

WILLIAM N. ENSTROM. chairman of 
the executive committee and a director 
of IRviNG Trust Co., New York City, 
and a former president (1942-49) and 
chairman of the board. 


LESTER A. LAWRENCE, trust officer, in 
charge of the Common Trust Fund, of 
NATIONAL SAVINGS & TRUST Co., Wash- 
ington, D. C. 
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ESTATE TAX 


Trust remainder uncertain in amount 
does not qualify as charitable deduction. 
Testamentary trust provided for pay- 
ment of fixed annuity from income to 
three elderly beneficiaries, with remain- 
der over for charitable uses. Trustees had 
discretion to invade corpus, if necessary, 
to meet annuity requirements, and to 
pay medical expenses of beneficiaries. 
Beneficiaries were not required to ex- 
haust their own funds before requesting 
trustees to meet such medical expenses. 
Charitable deduction claimed for value 
of remainder interest was disallowed. 


HELD: For Commissioner. Probability 
of beneficiaries becoming ill was not re- 
mote. Taxpayer failed to show that cor- 
pus would not be invaded. Remainder in- 
terest was thus uncertain in amount and 
incapable of valuation. It, therefore, 
was not allowable charitable deduction. 
Est. of E. W. Wilcox v. Comm., 15 T. 
C. M. No. 91, May 31, 1957. 


Stock dividends on stock transferred 
in contemplation of death includible in 
estate. Taxpayer transferred certain 
stock in contemplation of death. Sub- 
sequent thereto, corporation declared 
several stock dividends. Commissioner 
included value of stock dividends in 
decedent’s gross estate. 


HELD: For Commissioner. At time of 
transfer, each share represented pro- 
portionate share of entire assets and 
business of corporation. After stock 
dividend, each share represented smaller 
proportion. However, both original stock 
and dividend stock now represented in- 
terest in corporation which decedent 
owned and transferred. Thus, dividends, 
became part of value given away in con- 
templation of death. Est. of McGehee v. 
Comm., 28 T. C. No. 44, May 23, 1957. 


Charitable deduction denied based upon 
state court’s definition of “benevolent.” 
Decedent left his residuary estate “to 
such charitable, benevolent, religious or 
educational institutions as my executor, 
hereinafter named, may determine.” 
Connecticut Supreme Court of Errors 
had held that word “benevolent” was 
broader than charitable in that it could 
include gifts prompted by good will or 
kind feelings toward recipient, whether 
or not such donee was object of charity 
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or not. Commissioner disallowed chari- 
table deduction. 


HELD: For Commissioner. State court 
had determined that pursuant to de- 
cedent’s directions, executor could make 
transfers which would not qualify as 
charitable deductions. This interpretation 
of what executor might legally do is 
controlling, notwithstanding Federal 
cases holding that “benevolent” purposes 
are “charitable” purposes, and notwith- 
standing that state court’s findings are 
not controlling over Congressional intent 
to tax or exempt specified transactions. 
Hight v. U. S., D. C. Conn., Apr. 30, 
1957. 


Dower interest in proceeds of sale of 
land qualifies for marital deduction. De- 
cedent died intestate. His liquid assets 
were insufficient to pay debts, adminis- 
tration expenses, taxes, together with 
widow’s dower interest. Therefore, it 
became necessary to sell real estate to 
raise required cash. Only parcel large 
enough to bring necessary funds was 
parcel in Alabama, where land could be 
sold with wife’s consent, provided one- 
third of proceeds were set aside to satis- 
fy her dower interest in lands. Estate 
claimed marital deduction in amount of 
this one-third interest. Commissioner 
disallowed deduction. 


HELD: For estate. Interest qualifies 
for marital deduction. It was awarded 
to widow in lieu of dower, passing to 
her unconditionally from proceeds of 
sale. Interest so set aside was complete 
and not terminable. Crosby v. U. S., D. 
C. N. D. Fla., May 20, 1957. 


Neither reliance on attorney nor filing of 
defective estimated return is reasonable 
cause for late filing. Estate was granted 
30 day extension within which to file re- 
turn. Incomplete and inaccurate estimat- 
ed return was filed prior to extended due 
date. Final return was filed more than 
six months after due date. Commissioner 
assessed twenty-five per cent delinquency 
penalty. Executors argued that reliance 
upon attorney and filing of estimated 
return constituted reasonable cause for 
late filing. 


HELD: For Commissioner. Duty of 
vigilance and promptness is not delegable 
so far as executor is concerned. Here 
executor made no attempt to ascertain 


whether attorney was acting with dili. 
gence. Furthermore, incomplete and in- 
accurate estimated return does not re- 
lieve estate from filing timely return, 
Fernando v. U.S., 9th Cir., June 7, 1957, 


INCOME TAX 


Payment by employer to estate of de. 
ceased employee held to be gift. De- 
cedent had been president and director of 
corporation. He died on August 9, 1951. 
At that time, corporation had no estab- 
lished plan for payment of gratuitous 
death benefits to beneficiaries of deceased 
employees or officers. By resolution of 
Board of Directors in December, 1951, 
gratuity in amount equal to salary de- 
ceased would have been entitled to re- 
ceive had he lived to end of year, was 
paid to estate, so that those to whom he 
had devised his property could benefit. 
Commissioner held payment to be ad- 
ditional compensation and taxable income 
of estate. Estate contended it represented 
non-taxable gift. 


HELD: For estate. Intention of em- 
ployer was to make gift. Fact that pay- 
ment was made to estate rather than to 
widow or other beneficiary directly was 
not evidence that payment was intended 
as compensation. It was merely method 
of insuring that benefits would go to 
those who were objects of deceased’s 
bounty. Fact that corporation deducted 
amount as business expense was not con- 
trolling. Est. of Frank J. Foote v. Comm. 
28 T. C. No. 58, May 29, 1957. 


Determination of number of _ trusts 
under transfer for benefit of three separ- 
ate beneficiaries. Grantor transferred 
partnership interest in trust for benefit 


of his wife, daughter and son. One-third § 


of annual income was payable to each 
of primary beneficiaries. Trust was ad- 
ministered by single trustee. Trust in- 
strument provided for no segregation of 
assets into separate trusts. Two yeals 
after creation, trustees brought success- 
ful action in state court for reformation 
decree declaring settlor’s intention 
create three separate trusts. Trustees 
filed separate annual income tax returns 
for all years for each of three benefici- 
aries. Commissioner determined that Tr 
turn should cover entire income as single 
unit. 


HELD: For Commissioner. Trust i 


TRUSTS AND EstTATES 


strume 
definit 


segregz 
though 
of ins 
third ] 
under 

retroac 
ready 

Comm. 


Inco 
trustee 
Agree} 
trustee 
all or s 
as the 
In pri 
policy 
as he * 
missio: 
come 
none 
under 

HEI 
ary di 
income 
tees tc 
of ben 
ing dis 
was ni 
5th Ci 

Ded 
under 
charit: 
execut 
ated 
vided 
ceased 
were t 
trust : 
in Jan 
same | 
on wi 





a 


(cas eee 


Men 
Ins 


JuLy 





rusts 
epar- 
erred 
enefit 
third 
each 
s ad- 
‘t in- 
on of 
years 
2CeSs- 
ation 
mn to 
istees 
turns 
refici- 
at re- 
single 


st in- 


TATES 





sument created single trust conveying 
definite, single corpus. There was no 
segregation into three trust entities. Al- 
though reformation relates back to date 
of instrument, it is not binding upon 
third parties who have acquired rights 
under instrument. It cannot be applied 
retroactively to affect two returns al- 
yeady filed. M. J. Straight Trust v. 
Comm., 8th Cir., June 7, 1957. 


Income distributable in discretion of 
trustees not taxable to _ beneficiary. 
Agreement creating trust provided that 
trustees had discretion to pay beneficiafy 
all or such portion of net income of trust 
as they deemed reasonable and proper. 
In prior years, trustees had followed 
policy of giving beneficiary such income 
as he wanted. Tax Court sustained Com- 
missioner’s treatment of taxing net in- 
come of trust to beneficiary, although 
none was actually distributed in year 
under review. 

HELD: Tax Court reversed. Benefici- 
ary did not have unfettered command of 
income, notwithstanding policy of trus- 
tees to exercise their discretion in favor 
of beneficiary’s request. Income, not be 
ing distributable to beneficiary currently, 
was not taxable to him. F'lato v. Comm., 
5th Cir., June 19, 1957. 

Deduction for charitable contributions 
under reciprocal wills providing for 
charitable remainders. Husband and wife 
executed reciprocal wills. Each design- 
ated other as sole beneficiary, and pro- 
vided that, in event beneficiary prede- 
ceased testator, certain specific bequests 
were to be made, with remainder over in 
trust for named charities. Husband died 
in January and wife in September of 
same year. Taxpayer contended that up- 
on wife’s death, all future income of 

































husband’s estate was committed to 
charitable trust established under her 
will, and, therefore, it was deductible for 
tax purposes. Deduction was disallowed. 


HELD: For Commissioner. To be de- 
ductible, income must be committed to 
charitable purposes by will of decedent. 
Here, he willed his entire estate to his 
wife. Commitment of income to charity 
resulted from extraneous circumstances, 
rather than under will. E. G. Williams 
v7 U.S. D. C. No D. Calif., .Mar: 28, 
1957. 


Stock redemption not dividend where it 
was step in plan to eliminate stock- 
holder’s interest. Taxpayer, son and 
daughter were sole stockholders of corpo- 
ration. In 1948, corporation redeemed 446 
of taxpayer’s 547 shares, at what was 
shown to be fair value. Two years later, 
he gave his remaining shares to his son 
and daughter, thereby terminating his in- 
terest in corporation. Commissioner held 
redemption equivalent to dividend. Tax 
Court upheld Commissioner’s determina- 
tion, and taxpayer appealed. 


HELD: Tax Court reversed. Where 
redemption greatly reduced fractional 
interest of taxpayer in corporation and 
represents step in integrated plan to 
eliminate him as stockholder, transaction 
reflects, both in form and substance, pur- 
chase price for shares. Fact that pro- 
portionate ownership rights of family 
members were increased does not change 
substance of transaction, where other 
stockholders were real and not mere 
dummies. Est. of I. G. Lukens v. Comm., 
3rd Cir., Mar. 8, 1957. 


REVENUE RULINGS 


Income tax: Dividends paid by U. S. 
corporations to estate of non-resident 
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alien are subject to withholding taxes. 
Decedent, at time of his death, was domi- 
ciled in foreign country. His will was 
admitted to original probate in this coun- 
try because over 90% of his property 
was physically located in United States. 
This was done to avoid expenses of pro- 
bate in decedent’s domicile, with ancil- 
lary proceedings in United States. 

Service rules that probate here was 
ancillary proceeding in technical sense 
and estate is, therefore, non-resident 
alien entity. Dividends derived by such 
estate are subject to withholding of 
United States income taxes. Rev. Rul. 
57-245, I. R. B. 1957-23, p. 13. 


Income tax: Treatment of pension 
benefits where election is made before 
retirement. Employee continued to work 
beyond normal retirement age. Prior to 
such time, he made irrevocable election 
to have total amount credited to his ac- 
count in qualified pension plan paid to 
him upon termination of his services. 

Service rules in such case that amount 
of credits will not be deemed to have 
been made available to employee until 
such time as he actually terminates his 
services. Since such proceeds are, there- 
fore, distributed within one taxable year 
of employee on account of separation 
from service, they are entitled to capital 
gain treatment. Rev. Rul. 57-260, I. R. B. 
1957-24, p. 1s. 








COMPLETE 
FIDUCIARY 


SERVICE — 








} UNION PLANTERS ® 


| NATIONAL BANK 


ESTABLISHED 1869 





Memphis, Tennessee 


Member Federal Deposit 
Insurance Corporation 











JuLy 1957 















INSURANCE IN ESTATES 
(Continued from page 646) 


spouse and held as security for the pay- 
ment of alimony (Estate of Silas B. 
Mason, 43 B.T.A. 813). A mere power 
possessed by a trustee as beneficiary to 
use the proceeds to pay debts and taxes 
of the insured’s estate will not bring the 
proceeds within Section 2042 (1); but 
to the extent the power is exercised, the 
proceeds will be considered received for 
the benfit of the estate (Estate of Charles 
H. Wade, 47 B.T.A. 21). 


Proceeds are includible under Section 
2042 if the insured possessed an “inci- 
dent of ownership” at time of death. 
Both the present and proposed regula- 
tions add that the term includes a power 
to change the beneficiary reserved to a 
corporation of which the decedent is 
sole stockholder (Reg. 105, Sec. 81.27 
(a); Pro. Reg. §20.2042-1(c) (2) ). This 
provision has never received a court 
test, and conferences with the Revenue 
Service in 1952 revealed that it was not 
then being applied. But a court of ap- 
peals quoted it with approval in 1956 
(Karagheusian’s Estate v. Commis- 
sioner, 2d Cir., 233 F. 2d 197). A right 
to policy dividends is held not an inci- 
dent of ownership (Estate of Chester H. 
Bowers, 23 T.C. 911). 


Code Section 2042(2) provides that 
a reversionary interest (express or by 
operation of law) is considered an inci- 
dent of ownership “only if the value of 
such reversionary interest exceeeded 5 
per cent of the value of the policy im- 
mediately before the death of the de- 
cedent.” The proposed regulations 
change the position of the italicized 
phrase by stating: “*** only if the value 
of the reversionary interest immediately 
before the death of the decedent ex- 
ceeded 5 per cent of the value of the 
policy.” (Pro. Reg. §20.2042-1(c) (3) ). 
This coincides with the position of the 
phrase in Section 2037, relating to re- 


versionary interests in connection with 
transfers taking effect at death, and in 
my opinion interprets correctly the Con- 
gressonal intent. Properly, a reversion- 
ary interest in the policy ownership 
should be measured against the value of 


the policy immediately before death; 


a reversionary interest in the policy pro- 
ceeds should be measured against the 


value of such proceeds. 


The statute states that the value of 
a reversionary interest is to be deter- 
mined (without regard to the fact of 
decedent’s death) by the usual methods 
of valuation, including the use of table 
of mortality and actuarial principles, 
pursuant to the regulations. The pro- 
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posed regulations apply the same valu. 
ation principles to both Section 2037 and 
Section 2042 reversions; then, signifi. 
cantly, add the following: 


In that connection, there must be 
specifically taken into consideration 
any incidents of ownership held by 
others immediately before the dece- 
den’s death which would affect the 
value of the reversionary interest, 
For example, the decedent would not 
be considered to have a reversionary 
interest in the policy of a value in 
excess of 5 per cent if the power to 
obtain the cash surrender value ex. 
isted in a designated beneficiary im- 
mediately before the decedent’s death 
and was exercisable by such benefi- 
ciary alone and in all events. 


Tax authorities have been in general 
agreement that the mere possibility the 
insured might inherit an interest in a 
policy transferred outright by him does 
not constitute a reversionary interest. In 
a sentence immediately following the 
above quotation, the proposed regula- 
tions confirm this as follows: 


The terms “reversionary interest” and 

“incidents of ownership” do not in- 

clude the possibility that the dece- 

dent might receive a policy or its pro- 
ceeds by inheritance through the 
estate of another person, or as a sur- 
viving spouse under a statutory right 
of election or a similar right. (Pro. 

Reg. 20.2042-1(c) (3).) 

Note that if the insured could have 
exercised incidents of ownership in con- 
junction with any other person, the pro- 
ceeds are includible. Thus, where the 
policies provided that the beneficiary 
could exercise all rights and receive all 
benefits, but only on the insured’s writ- 
ten consent during his lifetime, the pro- 
ceeds were held includible (Goldstein’s 
Estate v. U.S., 129 Ct. Cl. 264, 122 F. 
Supp. 677). But sometimes it is neces- 
sary to look outside the policy terms. 
If a trust owns a policy, and any modif- 
cation of the trust requires the insured’s 
consent, he has in the policy an incident 
of ownership exercisable in conjunction 
with another (Karagheusian’s Estate ». 
Commissioner, 233 F. 2d 197; Pro. Reg. 
§20.2042-1(c) (4) ). However, if a pol 
icy on a partner’s life is owned by his 
partnership, and he as an individual has 
no rights in it, he is held to possess n0 
incidents of ownership exercisable in 
conjunction. with another (Estate of 
Frank H. Knipp, 25 T.C. 153). The 


Commisioner has nonacquiesced. 


The proposed regulations contain pro 
visions relating to the includibility of 
insurance set up to finance buy-and-sell 
and “entity” agreements for the pur 
chase of a decedent’s partnership inter 
est or corporate shares. Since these pr 
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posed provisions are being attacked as 
following neither statutory nor case law 
on the subject, it is doubtful whether 
they will be adopted. 


There appears to be no provision in 
the Code which excludes the proceeds of 
a policy transferred for a full and ade- 
quate consideration in money or money’s 
worth or which excludes the proceeds to 
the extent of the value received for 
transfer of the policy. Thus the full pro- 
ceeds of a policy which had been sold 
for full value to a corporation would be 
includible if the insured had retained 
any incident of ownership. 


The Marital Deduction 


The personal representative will have 
the problem of dete~mining what life in- 
surance proceeds (which may include 
entire policy proceeds or a specific por- 
tion thereof) qualify for the estate tax 
marital deduction. A settlement option 
qualifies which gives the wife the income 
and a general power of appointment 
over any remaining proceeds, which, in 
default of exercise of the power, are 
payable to a second beneficiary other 
than her estate. If her estate is the sec- 
ond beneficiary, the proceeds qualify 
sutomatically. 

But assume that the personal repre- 
sentative finds $58,000 of insurance ar- 
ranged to pay the widow $270 a month 
for 10 years certain and life, with any 
period-certain payments remaining at 
her death payable to the insured’s chil- 
dren. The widow has no right to com- 
mute, alienate, assign or anticipate the 
payments. Opinion has been general 
that on these facts no part of the pro- 
ceeds qualify for the material deduc- 
tion. The Tax court so held in the Reilly 
case, 25 T.C. 366. Revenue Ruling 
99-733, C.B. 1955-2, 388, so ruled. But 
in January the Tax Court decision was 
reversed by the Court of Appeals for the 
Third Circuit (Reilly’s Estate v. Comm., 
239 F. 2d 797). On the basis of in- 
surance company calculations, about 
$28,000 of the proceeds were necessary 
to provide the period-certain payments, 
and some $30,000 to provide the month- 
ly life income thereafter. On the theory 
that the latter sum was separate proper- 
ty for the purposes of the terminable in- 
terest rule, that amount was held quali- 
fied for the marital deduction. I doubt 
that the decision will be followed by ihe 
Revenue Service, or by the Tax Court 
in future cases. It may be disregarded 
generally in planning, since the amount 
qualified under it depends fortuitously 
upon the age of the spouse at the in- 
sured’s death. 

(Turn to next page) 
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Pour-Over to Insurance Trust 


The decedent may have created a 
revocable life insurance trust, and then 
have bequeathed his residuary estate to 
such trust.* The 1953 Indiana Probate 
Code validated pour-overs by enacting 
both the doctrine of incorporating a 
writing by reference to it in the will 
and the doctrine of facts of independent 
significance. If a writing is considered 
incorporated in the will, it is given 
effect as it existed when the will was 
executed, even though thereafter modi- 


*A steadily growing number of states have 
enacted statutes on this subject, the general effect 
of which is to validate such bequests.—Ed. Note. 


fied or revoked, if in existence at the 
testator’s death. The statute goes fur- 
ther; it provides that if a testator devises 
property to be added to a trust or trust 
fund which is clearly identified in the 
will and which is in existence when the 
will is executed, the devise is valid and 
subject to the trust terms — including 
(unless the will provides otherwise) 
amendments made after the execution of 
the will (Burns Ind. Stat. Anno., Sec. 
6-601 (h), (i), and (j)). 


These provisions seem to overlap. Per- 
haps a pour-over provision in a will can 
be so worded that it could be considered 
the incorporation of the trust instrument 
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in the will, a devise the terms of which 
are to be determined by reference to the 
trust as a fact of independent signif. 
cance, or a devise to an existing trust 
under the subsection specifically relating 
to trusts. If the trust had not been 
changed since the execution of the will, 
the only question raised would appear to 
be whether the court having jurisdiction 
of a testamentary trust, or the court 
having jurisdiction of the life insurance 
trust, would be in charge. If the trust 
had been amended after the execution 
of the will, the question whether the 
amendments are to be given effect would 
depend upon whether or not the trust 
instrument was held incorporated by 
reference. It seems to me that the statute 
attempts too much, and is in need of 
clarification. 


The question of court jurisdiction 
came up in a recently decided Indiana 
Supreme Court case involving a devise 
to a revocable life insurance trust under 
the law prior to the 1953 amendments. 
The Court held that the pour-over did 
not create a testamentary trust, and 
therefore the court which acquired juris- 
diction over the life insurance trust was 
the only court acquiring jurisdiction 
over it (State v. Superior Court, 138 
N.E. 2d 900). The Court declared the 
revocable life insurance trust valid, and 
upheld the pour-over. No contention was 
made that the trust had been amended 
after the execution of the will. This de- 
cision is of great assistance in the plan- 
ning and settlement of estates. 

A A A 


Trust Salesmen Needed 


In spite of an increase of $31 billion 
in trust business between World War II 
and the end of 1954, 75% of the na- 
tion’s trust departments are operating 
at a loss, according to A. M. McNickle, 
vice president of Fidelity Trust Co. 
Pittsburgh, in an article in the June 
issue of Banking. One answer is more 
salesmen, thoroughly trained for both 
trust and commercial account selling. 


He backs up his argument with a con- 
trast of figures. In Florida, for example, 
where 30 national banks in 1954 secured 
less than 5% of the dollar volume of 
decedent estates, all banks employ only 
five full-time salesmen. In Pennsylvania, 
where Pittsburgh and Philadelphia 
banks are securing a greater percentage 
of large decedent estates than anywhere 
else in the country, 40 of the state’s 50 
trust salesmen are concentrated in six 
banks in these cities. In 1954 Pittsburgh 
trust institutions obtained 48.8% of the 
dollar volume and 35.7% of the number 
of decedent estates of $60,000 and ovet- 
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Newspaper Advertising 

“Still running — but how efficiently?” 
comments an ad from National Newark 
(N. J.) & Essex Banking Co. which pic- 
tures an automobile of the early 1900's, 
and compares it to a will made some 
years ago. “No matter how well it was 
drawn up then” it probably wouldn’t 
work well today. 









“Not quite ready to take on new ex- 
penses . . . maybe once we get the house 
paid off . . . in about six months, per- 
haps... when I get a raise” are among 
the excuses every life insurance under- 
writer has heard, according io an ad 
by Bridgeport-City Trust Co. (Conn.). 
The ad asks, “Why do we advertise 
smething we do not sell?” and an- 
swers with the observation 








that as a 
specialist in family security, it has al- 
ways emphasized life insurance as a 
basic safeguard. 

The Fable of the “Gullible Gull” is 
told in an ad of Barnett National Bank, 
Jacksonville, Fla. It tells of the gulls 
that taught their young to get their food 
the easy way from the nets of the shrimp 
fleet of St. Augustine. The fleet later 
moved to Key West and the gulls, who 
have forgotten how to fish, are starving. 
“A lot of people are like that,” the ad 
opines. “They see 

















nothing wrong in 
yicking delectable scraps from the tax 
uets of the U.S. Government’s ‘shrimp 
fleet,” but what will happen when the 
Government runs out of goods?” 

“What Widow Ought to 
Know.” in an executorship ad of Con- 
tinental Illinois National Bank & Trust 
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ON THE PUBLICITY FRONT 


Co., Chicago. is illustrated by a shelf of 
books with such titles as “Family Busi- 
ness,” “Insurance,” “Decedent’s Income 
Taxes,” “Raising Cash for Estate Taxes” 
and “Proper Estate Records.” The text 
comments that “that’s why so many 
thoughtful men (with their attorney’s 
advice) have asked” the bank to help 
“with this bewildering task.” 


“Why does a dollar cross the road 
and not come back?” inquires 
First National Bank & Trust Co., Macon, 
Ga., in an ad which answers the ques- 
tion by saying it is because the owner 
“lacks the time and the information to 
give his dollars — his investments — 
the skilled watchful care they must have 
to be safe.” This lacking time and in- 
formation the bank has. 

“Here’s a typical Business Estate 
Problem . . . Can You Solve It?” asks 
an ad of City National Bank & Trust 
Co., Chicago. The problem is: How 
would you provide Mrs. L. with an an- 
nual income of $10,000 given these 
facts — a) Mr. L’s 40% interest in his 
small but thriving business was his prin- 
cipal estate asset; b) Mr. L. had a 
$25,000 loan from his corporation; c) 
the other stockholders were Mrs. L. 
(who owned another 40%) and Mr. X, 
sales manager, who owned the remain- 
ing 20%; d) the best offer for the stock 
$40,000. The ad a folder 
which contains one practical answer, or 
suggests an interview. 


was offers 


Quoting figures of trust assets under 
administration in bank publicity or ad- 
vertising calls for the same exactness— 
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WHY DOES 


A DOLLAR 


CROSS THE ROAD...? 





...and not come back? 


From ad of First National Bank & Trust Co. 
in Macon 





as far as that is possible in trust account- 
ing—that has long characterized reports 
of deposits and capital funds. A recent 
instance of a trust department in its 
publicity adding the estimated value of 
wills on file to the assets actually under 
administration to give the public a mis- 
leading (we believe) impression of the 
volume of trust assets suggests an un- 
fortunate form of publicity competition. 
Both wills and the volume of the estates 
they represent can change between the 
time of filing and the time of death. You 
can’t add oranges and apples. 


“What about Me, Daddy?” asks the 
little girl in a recent ad of First National 
Bank, Atlanta, honoring the Atlanta 
members of the Million Dollar Round 
Table. The ad explains that Daddy is 
supposed to answer the question of 
what life will like for his little 
daughter, and fortunately has a lot of 
help in finding the answer—banks, at- 
torneys, investment people, and especi- 
ally life underwriters. The ad further 
states that each year the First National 
honors this particular group of Daddy’s 
friends. The names and business 
affiliations of the 32 men are listed as 
those who “are typical of the men who 
provide happy answers to questions like, 
“What about Me, Daddy?” 

At its fourth annual luncheon for 
members of the Million Dollar Round 
Table—to which this ad relates—First 
National presented its guests with in- 
dividually inscribed plastic paper 
weights and copies of a hypothetical 
“Estate Analysis for Mr. Samuel Green.” 
This latter was instrumental in gaining 
further cooperation from life under- 
writers, and a great deal of new busi- 
ness. It serves as a sample of how re- 
visions of the plan could result in total 


be 
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family savings of $82,069 by the use of 
two trusts, and suggests life insurance 
on the life of the wife and a business life 
insurance buy-and-sell agreement be- 
tween Mr. Green and his partner-brother. 


Booklets 


“Trustman” is the subject of the April 
Journal of Union & New Haven Trust 
Co. (Conn.). The reader is disarmed at 
the start by the author relating the story 
of the little girl whose class at school 
was to report on what their fathers did, 
and who was embarrassed when she re- 
ported that her father “brings home the 
bacon for Mommy and me.” Taken to 
task by his wife, the trustman defended 
himself by saying that “butcher” and 
“baker” were known to children, but 
“trustman” was a term even his wife 
didn’t understand. The Journal then 
reminds the reader of those happy 
people in the English novels who never 
have to work and points out the reason 
—the income came through their family 
solicitors and bankers. “From all this 
we realize that, behind the scenes, the 
English version of a trust organization 
peopled with the practical equivalent 
of American trust officers was operating 
and doing a first-class job.” The next 
three pages outline what an American 
trustman actually does with regard to a 
customer and his account. 


“How to Worry about what you own” 
—published by the Marine Midland 
Banks of New York State — tells the 
reader that sometimes it’s a good idea to 
worry, particularly if it leads to finding 
the answers to estate problems. Intended 
to help find a happy ending to “ques- 
tions which may, or should be, disturb- 
ing” in this field, the 20-page booklet 
discusses in question and answer form 
important aspects of wills, trusts, taxes 
and estate planning. Other recent Marine 
Midland publications include “Roll out 
the Red Carpet for your Life Insurance 








Cover illustration for Marine Midland of 
New York’s Booklet “How to Worry About 
What You Own.” 
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One of the series of intimate luncheons conducted by the Women’s Banking Division of 
La Salle National Bank, Chicago. Following the luncheons, four officers of the Trust De 
partment, headed by Joseph G. Porter, vice president in charge (seated at far end of table), 
spoke for five minutes each on estate planning, the importance of voluntary trusts, the 
advantages of appointing a corporate executor, and actual instances of what trust services 
can do for a family. Lively question and answer periods follow. Substantial trust busines 
has been directly traceable to the meetings, and the Bank plans to continue them each 
year from September through May. Similar luncheons to highlight other banking services 
of significant interest to women are under consideration. 





Man” and “Emphasizing the Low Cost 
of Estate and Trust Administration.” 
The latter of these two folders includes 
typical fees for settling estates from 
$10,000 to $100,000 and for trusts (an- 
nual commission) from $10,000 to 
$200,000. In each case the cost per day 
is also given, and at the end this is con- 
trasted with the current $8 per day cost 


“for the most inexperienced kind of 
help.” 


“Oil Property Management,” a two. 
color illustrated folder explaining the 
functioning of the recently-created Oil 
Division in the Trust Department of the 
Republic National Bank, Dallas, is now 
being distributed to the bank’s custom- 
ers and prospects. The new Division in 
no way encroaches upon the lending 
functions of the bank’s commercial Oil 
Department. Rather, it affords oil and 
gas interests in estates and trusts under 
the bank’s care the specialized attention 
and management which they require. 


In its new leaflet advertising its Con- 
solidated Retirement Savings Plan, 
Montreal Trust Co. points out that “Ex- 
perienced investors feel it desirable to 
guard against a devalued dollar at the 
time of retirement by investing a reason- 
able portion of savings in common 
stocks. In a plan of this nature you can 
find this protection with a built-in tax 
exemption . . . You merely deposit your 
contributions at the most convenient 
branch of The Royal Bank of* Canada 
. . . You may select the proportion of 
your contributions that are to be in- 
vested in Fixed Interest Units (bonds, 
mortgages, etc.) or Equity Units (all 
common stocks) . . . At retirement a life 
annuity of your choice will be pur- 


chased for you.” 

How do your plans compare with 
these Trends in Estate Planning?” asks 
a recent folder from First Trust Co. oj 
St. Paul. The inside pages contain gen- 
eral advice about estate plans culled 
from the Company’s experience. Items 
include brief comments on joint tenancy, 
simple wills, tax savings. flexible trusts, 
methods of distribution and investment. 


Forums 


An address on estate planning by vice 
president George Gray of Kings County 
Trust Co., Brooklyn, N. Y.. was heard 
by a group of customers and friends in- 
vited to the bank for a 4:30 to 6:00 
p-m. session on May 22. Light refresh: 
ments were served and the guests re 
ceived a booklet “Do You Have A 
Question About Wills and Estates?” 

“Estate Planning” was discussed )y 
trust officer James P. McClain at the 
14th annual symposium for 150 execu: 
tives of correspondent banks to whom 
Central National Bank, Cleveland, was 
host recently. Other officers of the bank 
talked on “Automation in Commercial 
Account Bookkeeping” and ‘‘Bank 
Public Relations.” 

A quiz on financial knowledge—- 
cluding questions on wills. trusts and it- 
vestments—with a $50 first prize was @ 
feature of a recent forum sponsored by 
La Salle National Bank, Chicago. The 
forum was attended by more than 1,000. 

Teachers who visited U. S. National 
Bank, Portland, Ore. for the fourth at 
nual Business-Education Day progra™ 
heard four addresses from officers, 1 
cluding one on “Trust Department Ac 
tivities” by Robert M. Alton, vice pres 
dent and trust officer. 


Trusts AND Estates 








Thoss 
brillian 
and pe! 
account 
trusts ¢ 
of the f 
format 
work © 

The | 
of a pr 
in clea 
coupled 
years | 
admini: 
treatise 
guide, 
it is ne 
the sul 
this dc 
relatin; 


The 
sion of 
trust, 1 
trustee 
well as 
ing pri 
volving 
pointm 
volume 
cellent 
subhea 
make 
point j 

In t] 
collect: 
pages, 
and a 
he ex 
forms 
their 1 
in Ens 
gauge 
jective 
Style « 
Sectior 
value 
cluded 
on the 
applic 
refere 
the au 
For e: 
inter 
Vision 
as fo} 


Jai 
con 


tri 


Jury 







yn of 


; 
ble), 
, the 
‘Vices 
siness 
each 
‘vices 


with 
asks 


0. Of 

gen- 
ulled 
| tems 
ancy, 
rusts, 
ment. 


vice 
unty 
veard 
1s in- 
6:00 
Fresh: 
s Te 
ve A 
; 
dd by 
t the 
xeCU- 
whom 
, was 
bank 
ercial 


Bank 


o—jn- 
nd in- 
was 4 
ed by 
. The 
1,000. 
tional 
th an 
ogram 
rs, I 
at Ac- 


presi: 


STATES 





E 


(WRR 


\ DT Ae 
NT LITERATURE. 


Books 














Trust Administration and Taxation 


(2nd Ed.) 


WALTER L. NOSSAMAN, Matthew Bender 

& Company, 443 Fourth Avenue, New York, 

N. Y. Two volumes. 1420 pp. $42.50. 

Those familiar with Mr. Nossaman’s 
brilliant work will welcome this second 
and permanent edition which takes into 
account the developments in the law of 
trusts and taxation since the publication 
of the first edition in 1945. The loose leaf 
format is designed to permit keeping the 
work currently up to date. 


The author’s ability to get at the root 
of a problem and to present the answer 
in clear, brief, common sense _ terms, 
coupled with his background of thirty 
years experience in the field of trust 
administration and taxation, makes this 
treatise an invaluable and most reliable 
guide, outstanding in its field. Indeed, 
itis not known that any other work on 
the subject combines and correlates, as 
this does, the various subject matters 
relating to trust administration. 


The first volume is devoted to a discus- 
sion of the validity of every variety of 
trust, the rights, duties and liabilities of 
trustees, of settlors and beneficiaries, as 
well as those of third persons, Account- 
ing proceedings and other litigation in- 
volving the trustee, and powers of ap- 
pointment are also considered in this 
volume. As heretofore, there is an ex- 
cellent arrangement of the material, with 
subheadings and cross references which 
make it possible to find a particular 
point instantly. 


In the second volume there is a superb 
collection of forms, extending over 145 
pages, with separate table of contents, 
and a brief foreword by the author. Here 
he explains that “In preparing these 
forms an attempt has been made to state 
their terms with reasonable brevity and 
in English, avoiding so-called ‘legal’ lan- 
gauge as far as practicable.” This ob- 
jective is achieved, and the form and 
style of the suggested clauses make this 
section of the work one of inestimable 
value to the practitioner. There are in- 
cluded, in most instances, brief comments 
on the tax aspects or statutory provisions 
applicable to the situation covered, with 
references to the place in the text where 
the author discusses the matter at length. 
For example, in the section of forms for 
inter vivos trust agreements, the pro- 
Visions under section IV.04(14) appear 
as follows: 


Trust for the lives of John, Sam and 
Jane, the grantor’s adult children, the in- 


come beneficiaries. A trust company is sole 
trustee. 
Juty 1957 


The trustee is authorized (1) to dis- 
tribute, apportion or accumulate income 
to or for any beneficiary; or (2) pay out 
corpus to or for any beneficiary (includ- 
ing for this purpose the grantor’s brother 
Robert). 


Comment: (a) Grantor not taxable 
(Sec. 674(c)). Provision could be made 
for adding, here and in various forms 
above, any after-born or after-adopted chil- 
dren of the grantor, or presumably, of the 
beneficiaries. 


(b) The result in this case would be 
different if the grantor were trustee (or 
a co-trustee), or if more than half of the 


trustees were “related or subordinate 
parties” (Sec. 672(c)), who were “sub- 
servient.” 


In all such cases, it would be desirable 
to commit this extraordinary power (to 
“sprinkle”) to the “independent” trustee 
or trustees, other than the grantor, par- 
ticularly if estate tax considerations are 
important. See Comment (b) under 


IV.04 (9). 


The marital deduction, the gift tax, 
income tax, inheritance tax and other 
statutory assessments are examined in 
detail in their application to trust ad- 
ministration. Complete guidance is fur- 
nished by cross referencing to related 
topics discussed elsewhere in the work. 


Mr. Nossaman’s early association as 
trust counsel with the Security-First Na- 
tional Bank of Los Angeles, his chair- 
manship of the American Bar Associa- 
tion’s Trust Law Section and its Tax- 
ation Committee, and his wide experience 
as a lecturer on trusts and taxation give 
his writing an authority and practical ap- 
proach preeminent in this field. 


Patton on Land Titles (2d Ed.) 


RUFFORD G. PATTON and CARROLL G. 

PATTON. 3 vols., 1830 pp. Price furnished 

on inquiry. West Publishing Co., St. Paul 2, 

Minn. 

This has been highly regarded as an 
authoritative text on the subject of the 
proof and examination of titles to real 
property since its first publication almost 
20 years ago. Rufford Patton is a former 
Chairman of the Real Property Section 
of the American Bar Association, and 
his co-author son is Examiner of Titles 
for Minnesota’s Fourth Judicial District 
Court. 

In revising and reviewing their presen- 
tation of the law as to the recordation 
of titles, the authors have taken into 
account, not only the changes and devel- 
opments in legislation and judicial de- 
cisions during the past two decades, but 
also the appearance of the atomic age, 
the expansion of the American economy, 
its increasing population, the building 
boom, and suburban developments. The 
third volume contains an excellent index 
and most complete table of statutes and 
cases. Statutory references have been 
brought up to date and this second edi- 
tion (parenthetically, handsomely bound) 
may be said to provide complete and 


definite coverage of every phase of to- 
day’s law of land titles. 


Present Day Banking 


AMERICAN BANKING ASSOCIATION, 12 
E. 36th St., New York City 16. 505 pp. $6. 


Based on research conducted by trust- 
men and bankers, this collection of 40 
theses, in abbreviated form, represents 
the best of the more than 300 papers sub- 
mitted as a condition of graduation last 
year from The Graduate School of 
Banking at Rutgers. Of special signifi- 
cance to fiduciaries and their counsel are 
discussions on: 


“Trustee’s Liability for Inheritance 
Tax of a Foreign State,” “The Role of 
Uniform Fiduciaries Act in Stock Trans- 
fers,’ “Advantages of Fiscal Year 
Trusts,” “Fiduciary Duties in Regard to 
Infants,” “Canadian Succession Duties,” 
“Trust Administration of Stock Distri- 
butions,” “Corporate Fiduciary Fees,” 
and “Estate Planning After Death.” 


Among the theses on practical aspects 
of bank and trust department manage- 
ment and administration are included 
considerations of public relations, punch 
card accounting, the selection and place- 
ment of personnel and suggestions for 
handling “touchy” matters. 


Ready reference to the subject most 
pertinent to the reader’s interest is made 
possible by a complete index in the table 
of contents, itemizing the various sub- 
divisions of each article and giving the 
page at which each item may be found. 
In a foreword, the late Dean Harold 
Stonier describes this volume and the 
six preceding it as “a treasury of widely 
useful banking and business research.” 


Your Family Without You 


N. R. Caine, C.P.A. Crown Publishers, 
419 Fourth Avenue, 
222 pp. $3.95. 


Inc., 
New York 19, N. Y. 


Sounding more like the author of a 
daytime radio serial on “death and taxes” 
than a tax accountant, Mr. Caine plays 
heavily on the emotional factors involved 
in planning for a man’s family after his 
death. Predicated, apparently, on the as- 
sumption that nearly every American 
will die leaving a taxable estate, this 
little book explores countless dramatic 
situations, asks innumerable questions, 
and leaves the reader in a state of shock. 
Dazed by the depicted confusion and the 
awful consequences of trying to “do it 
yourself,” whether it be making a will, 
making gifts, creating trusts, etc., the 
family man is constantly admonished to 
seek expert counsel. 


The one thing a man of property may 
safely do for himself, Mr. Caine demon- 
strates, is to make up two lists. One 
list will itemize the bonds, stocks, real 
estate, insurance, and other property to 
be distributed after his death. The other 
list will contain the names and addresses 
of his beneficiaries, Armed with these 
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lists and forewarned by Mr. Caine, the 
head of the family is properly prepared 
to help his lawyer and branker draw up 
plans for the future of his family with- 
out him. 


Much as one might acclaim this book’s 
declared objective, viz. to help the lay- 
man prepare facts about his family and 
financial affairs so as to be able to plan 
the eventual distribution of his property, 
it is to be regretted that the subject is 
given a sketchy and unduly lurid treat- 
ment, 
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Introduction of the Trained Econom- 
ist to the Estate Planning Process 
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$1.25). 


SCHULZ, 
1957 


Law 
Dp. & 


Georg2town 
(Washington, 


“The particular difficulty which faces 
an estate planning client is that in order 
properly to solve his problem he must 
continuously choose between two or more 
alternatives,” writes the author who is 
a Manager of the Connecticut General 
Life Insurance Co. He contends that in 
order to make the best possible choice, 
the modern “estate planning team,” con- 
sisting of attorney, trust officer, ac- 
countant and life underwriter, could 
profitably call on the services of the 
trained economist. The effect upon small 
and big business of the revolutionary 
changes through increasing automation, 
trends in geographic areas where estate 
holdings are located, an evaluation of tax 
trends, the fluctuations in money costs, 
comparisons between the short and long 
range movement of interest and the yield 
of annuities, and proper budgeting dur- 
ing the life of the client, are cited, 
among others, as problems in estate 
planning where the services of an 
economist would be of invaluable as- 
sistance. 


Expanding Powers of Trustees 


GILBERT T. STEPHENSON, Fordham Law 
Review, Spring, 1957 (302 Broadway, New 
York 7, N. Y¥. $1.00). 

The recent trend toward giving trus- 
tees, especially corporate trustees, very 
broad discretion, both in the method of 
making payments and amounts to be 
paid out of income and principal, as well 
as in the administration of an estate, are 
discussed at considerable length. With 
respect to the broadening of administra- 
tive powers and duties of the trustee, the 
author comments on 28 different types of 
discretionary powers, as contained in a 
recent will. The changing needs of bene- 
ficiaries and the requirements of good 
property management in the unfor- 
seeable contingencies of life demand, Mr. 
Stephenson believes, that property own- 
ers and their advisors, both legal and 
business, after selecting their trustees 
with extreme care, endow them with the 
powers of the prudent man to meet such 
needs and requirements. 


Trusts — Duration and Indestructi- 
bility 

JAMES KENNETH PORTER. Tennessee Law 

Review, Spring, 1957. (1505 W. Cumberland 

Ave., Knoxville. $1.50). 

An analysis of the interpretation and 
application of the rule against the pro- 
longed indestructibility of a trust (the 
rule against restraints on alienation), as 
considered in court decisions and the 
writings of noted authorities on this sub- 
ject, suggests to this author a compari- 
son with the rule against perpetuities. 
The latter rule, as propounded in Gray’s 
classic formula: “No interest is good 
unless it must vest, if at all, within a 
life in being at the creation of the in- 


strument, and twenty-one years there. 
after,” is described as being more ac. 
curately termed a rule against the re. 
moteness of vesting. 


Pointing out that the two rules are 
designed to serve the same public policy, 
the author advances various solutions for 
reaching a harmonious result in their 
application to the creation and validity 
of a trust. It is also urged that a 
trust, which by its terms may be inde. 
structible for a period longer than a life 
in being and twenty-one years from its 
creation, should be treated as valid but 
should be held subject to destruction or 
termination at the suit of the _ bene- 
ficiaries when all interests have vested 
“since restrictions which tend to fetter 
the free circulation of property beyond 
a maximum of a life in being and twen- 
ty-one years are offensive to _ public 
policy.” 


The Adopted Child and the Problem 
of Descent and Distribution: A 
Need for Legislation 


JAMES M. CORCORAN, JR. [Illincis Bar 
Journal (424 So. Second St., Springfield; $1.). 


Statutes and court decisions on the 
subject of intestate succession as it 
affects the rights of adopting parents 
and adoptive children are analysed and 
the conclusion reached that legislation 
is urgently needed to eliminate con- 
fusion and costly litigation. Nine prob- 
lems are listed as requiring remedial 
attention, viz: The problem of an adop- 
tive child’s right to inherit from his 
natural parents; from his natural rela- 
tives; from his adoptive parents; from 
lineal or collateral kindred of his adop- 
tive parents; from his first adoptive par- 
ents when adopted a second time; from 
adoptive blood relatives; from the ratur- 
al children of adoptive parents; whether 
an adopted child is an “heir to the 
body” of his adoptive parents; and the 
consequence to the adopted child’s estate 
if he dies without spouse or issue after 
the adoption. 


Prunier Offers No Threat To a Sound 
Insured Buyout Plan 
ROBERT L. LAWTHERS, The Journal of 


Taxation, July, 1957 (147 E. 50th St., New 
Yook 22, N. Y¥. $1.25). 


Misleading publicity as to the effect 
of the recent Tax Court decision in 
Henry E. Prunier has caused much 
unnecessary fear, according to Mr. 
Lawthers, who is Director of Benefits 
and Pension Business of the New Eng- 
land Mutual Insurance Co. He speaks 
forthrightly about the bungling demon- 
strated in the Prunier buyout plan and 
declares that the Tax Court decision 
does not mean, as some alarmists have 
concluded, that whenever premiums are 
paid by a corporation on insurance Cov 
ering the lives of its stockholders and 
the proceeds at death of the insured are 
used by the corporation to acquire its 
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stock, the premiums so paid will be tax- 
able income to the stockholder. On the 
contrary the case is merely an illustra- 


tion of an “unorthodox arrangement 
loaded too much in favor of the stock- 
holder with insufficient protection for the 
corporation and its creditors.” The ma- 
jority and minority opinions in the 
Prunier case are carefully analysed and 
several suggestions are offered for avoid- 
ing the tax consequences demonstrated 
by the decision. 


Disposition of Property Held in Joint 
Tenancy When One _ Cotenant 
Causes the Death of the Other 


Note, Minnesota Law Review, April, 
(Minneapolis; $1.75). 


1957 


In evaluating the varied solutions to 
the problem of “killer-survivorship” in 
jointly held property, this note considers 
the two fundamental principles that “one 
shall not profit from his own wrong” 
and the constitutional prohibition against 
forfeiture of estates. 

Under the heading ‘“Non-Statutory 
Solutions” there are discussed those 
cases where, applying the property doc- 
trine of survivorship, the courts have 
permitted the slayer to retain the entire 
estate. At the other extreme, are noted 
decisions depriving the killer of the 
whole estate because, the courts feel, 
‘it would be unconscionable to permit a 
killer to take by descent or devise from 
his victim.” Also discussed are those 
solutions whereby either the joint ten- 
ancy is continued, with the victim’s 
heirs taking his place, or there is deemed 
to be a severance of the joint tenancy 
and its conversion into a tenancy in 
common. Statutory solutions, the require- 
ment that there be an intent to kill, and 
the requirement that there be a convic- 
tion of the killer are included in this ex- 
amination of the prcblem. 


It is recommended that a desirable 
solution to the problem of the “killer- 
survivor” could be achieved by a modi- 
fication of the property doctrine whereby 
there would be a severance of the estate, 
thus permitting the killer’s heirs to in- 
herit and giving the victim’s estate “its 
wergild.” Such a severance, it is con- 
tended, would satisfy the anti-forfeiture 
clause of the constitution and also pre- 
vent the slayer from profiting by his 
survivorship. 


Stock Transfer Restrictions in Close- 

'y Held Corporations 

EARNEST C. EDGE and LINDSAY G. 

*EEPLES. University of Florida Law Review, 

Spring 1957 (Gainesville; $1.25). 

ymparing the needs and objectives of 
the “close” corporation with those of a 
Partnership, the authors discuss at 
length the device of limiting and con- 
trolling the ownership of closely held 
corporate stock by means of restrictions 
on the transfer of shares, and find that 
Such restrictions are generally recog- 
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nized by statute and court decision, pro- 
vided they are “reasonable” and pro- 
vided the stockholder acquired his stock 
with knowledge of the restrictions. 

Restrictive clauses commonly employed, 
such as the “first option” to purchase 
stock, the “buy-and-sell” argeement, and 
the requirement that a transferee be ap- 
proved by other’ stockholders, are 
discussed and suggestions are made for 
drafting such clauses. The “cautious 
draftsman” is warned to consult four 
instruments: “The articles of incorpora- 
tion, a shareholders’ agreement, the by- 
laws of the corporation, and the indi- 
vidual stock certificates issued,” and, of 
course, the statutes and court decisions 
of the jurisdiction. Although particular 
note is taken of the Florida law on this 
subject, the legislation and judicial rul- 
ings of many other states are also dis- 
cussed at considerable length. 

Since the publication of this article the 
New York Court of Appeals has upheld 
the validity of stock transfer restrictions 
in a case involving a corporation which 
had issued 1000 shares of its stock to 
the public. (Allen v. Biltmore Tissue 
Corp., 2 N. Y. 2d 534). In reversing a 
finding that such restrictions were il- 
legal, the Court of Appeals notes that 
“The validity of qualifications on the 
ownership of corporate shares through 
restrictions on the right to transfer has 
long been a source of confusion” but in 
New York “the tenancy is to sustain a 
restriction imposed on the transfer of 
stock if ‘reasonable’ and if the stock- 
holder acquired such stock with the 
requisite notice of the restriction.” 
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BAR MOVES AGAINST OHIO 
TRUST COMPANIES 


Another discordant note in lawyer- 
trust company relations is being heard 
in Ohio.* Here is the story according to 
Belford P. Atkinson, Executive Manager 
of the Ohio Bankers Association: 


About two years ago, a “special” sub- 
committee of the Ohio State Bar Asso- 
ciation was named to look into the 
whole matter of trust company prac- 
tices and policies. Informed of this as- 
signment, the Bankers association named 
a special sub-committee of its Trust 
Committee which met several times with 
the bar committee. 


In 1942 a joint Statement of Princi- 
ples had been adopted by the Ohio 
State Bar Association and the Trust 
Conference of the Ohio Bankers Asso- 
ciation to implement the Statement rec- 
ommended by the National Conference 
Group of the American Bar Association 
and the Trust Division of the American 
Bankers Association. Local agreements 
followed, although they were not identi- 
cal in all details. 

During the first meeting of the two 
Ohio sub-committees, it became appar- 
ent that the bar members were unaware 
of either the substance or mechanics of 
the Ohio joint Statement. The bankers 
had kept their part of the joint agree- 
ment current and ready to serve. 

The question was whether any prac- 
tices or policies are now in violation of 
the Ohio Supreme Court decision gov- 


*The Connecticut situation is reported at page 
522 of the May issue. 


erning the so-called practice of law by 
trust companies (Judd v. City Trust and 
Savings Bank, (1936) 25 Abs. 363), 
and if so, can they not be handled by 
the Conference Committees created for 
that purpose. ; 


While sub-committee negotations were 
still going on, it was announced the 
State Bar Association would sponsor a 
bill to provide that a trust company 
has no direct and primary interest in 
an estate or trust, and to prohibit a trust 
company from doing for itself anything 
which if done for another would be the 
practice of law. When the General As- 
sembly met this year, a bill to that effect 
was introduced. Steps were taken by the 
Ohio Bankers Association to reveal the 
bill’s immediate purpose and eventual 
implications. Other trade associations 
were alerted to its future potential ef- 
fects were it to be enacted. The bill died 
in the Judiciary Committee of the House 
of Representatives without a hearing. 


Also early this year the State Bar 
Association and some local bar com- 
mittees brought presumably test cases 
against trust companies, accountants, tax 
accountants, collection agencies, insur- 
ance agents, and others suspected of do- 
ing what might be called “legal work” 
in transactions to which they, them- 
selves, are not a principal party. 


Conversations with responsible mem- 
bers of the bar indicate that attorneys 
behind this movement are dissatisfied 
with the right of trust companies to 
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function in estate planning, to advertise, 
and to have salaried, full-time attorneys 
on their staffs, indeed, the whole ques- 
tion of full-time, salaried attorneys on 
the staff of any business or institution 
could be a principal objective of the 
campaign. 

Thus it seems that even in areas 
where Joint Statements of Principles 
have been adopted by local trust com- 
panies and the bar associations, the bar 
is seeking to amend or revise such agree. 
ments by investgation and presumably 
injunction rather than by negotiation 
within the spirit of national, state and 
local concords. The unsuccessful attempt 
at legislation by the state bar appears 
to have been another move at by-passing 
such agreements. 
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Trust Advertising Wins 
Lawyer’s Approval 


No less a person than Edwin M. Ot- 
terbourg — who is co-chairman of the 
National Conference of Lawyers and 
Representatives of the American Bankers 
Association, Trust Division, and_ has 
written and spoken widely on unauthor- 
ized practice of law problems for more 
than 40 years — is quoted at some 
length in the March 1957 Unauthorized 
Practice News regarding the use of a 
syndicated monthly pamphlet by a trust 
department. Mr. Otterbourg was answer- 
ing another lawyer who presented the 
case as one which might be unauthorized 
practice because the pamphlet appeared 
to be advertising in behalf of the trust 
department something close to the per- 
formance of legal services. Two im- 
portant points were made by Otter- 
bourg: 


1. There is a great difference be- 
tween publishing legal information 
and practicing the profession of law. 

2. The pamphlet itself frequently 
called the reader’s attention to the 
importance of the services of his at- 
torney. 


The development of corporate fidu- 
ciaries over the past fifty years cannot 
be ignored, Mr. Otterbourg advised. 
Duly licensed corporate fiduciaries are 
“certainly entitled to advertise and to 
make known publicly their aptitudes and 
qualifications.” On the other hand, “if 
it were proven as a matter of fact that 
a corporate fiduciary . . . set up the 
documents, agreements, Wills and 
Trusts, and had them executed, then it 
would be guilty of unauthorized prac: 
tice of law and could be stopped.” 
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Legislation Affecting Trusts and Estates 


CALIFORNIA 


Ch. 185: Amends Sec. 9309 Financial 
Code to permit fiduciaries to vote against, 
as well as for, conversion of federal sav- 
ings and loan association into savings 
and loan association. 


Ch. 283: Provides that funeral ex- 
penses and expenses of last illness shall 
be deemed debts primarily payable out of 
estate of deceased spouse whether or not 
surviving spouse is financially able to 
defray them and whether or not any one 
else is liable therefor. 


Ch. 369: Amends Sec. 1563 Financial 
Code to extend permission to register se- 
curities in name of nominee to cover 
securities held by trust company as de- 
pository or custodian for other trustees 
with consent of latter. 


Ch. 450: Amends Sec. 772 relating to 
sale of decedent’s personal property to 
make publication requirements conform 
to Sec. 6062 of Government Code. 


Ch. 490: Amends Sec. 201.5 relating to 
rights of surviving spouse in community 
property, and adds rights of spouse of 
nonresident leaving will disposing of 
real property (including leasehold inter- 
ests) in California which is not com- 
munity property, to elect to take against 
will; requires spouse to make election to 
take under Sec. 201.5 or will unless 
otherwise provided in will; gives survivor 
right to take inter vivos transfer of com- 
munity property made by decedent with- 
out substantial consideration if decedent 
had substantial ownership or control at 
date of death; makes conforming changes 
in Sec. 661 relating to setting aside home- 
stead. 


Ch. 563: Provides that executor or ad- 
ministrator of nonresident decedent, de- 
siring to collect claim or receive personal 
property located in California, shall once 
a week for four successive weeks publish 
in newspaper of general circulation in 
county where debtor resides or where 
property is located, notice to all per- 
sons interested in estate; after three 
months from first publication, if bank 
has received no objection, it may pay 
deposit or deliver property to nonresi- 
dent representative and be discharged 
from liability upon receiving affidavit 
that no other letters testamentary on the 
estate are outstanding, that no petition 
for letters is pending in Cailfornia, that 
no probate will be brought in California, 
and that there are no unpaid creditors 
in this state; an authenticated copy of 
letters; consents of Sttae Controller; 
and affidavit showing due publication of 
notice. (Statute does not apply to shares 
of stock in California corporations, trans- 
fe: of which is governed by other laws.) 


Ch. 860: Amends Sec. 784 to provide 
that appraised value of real property 
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sold by personal representative must be 
that established within one year prior to 
sale. 


CONNECTICUT 


S.B. 30: Amends Sec. 6979 authorizing 
foreign corporate fiduciary to act if 
named in will of resident or nonresident 
leaving property in state, to include for- 
eign corporate fiduciary named by per- 
son to whom power of appointment of 
executor or trustee was granted in such 
a will. 


S.B. 355: Sets basis for compensation 
of guardians and conservators of per- 
sons supported by state or receiving state 
benefits. 


H.B. 419: Permits establishment of 
mutual trust investment company as 
medium for common investment of funds 
held by corporate fiduciaries. 


H.B. 1373: Amends Sec. 2490d to au- 
thorize court to allow family to use fam- 
ily car during settlement of estate. 


H.B. 2279: Removes limitation ($2,000) 
on amount which may be held for minor 
without guardian where held as cus- 
todian under chapter 337a. 


FLORIDA 


H.B. 143: Makes state’s attorney for 
judicial circuit having jurisdiction over 
charitable trust representative of bene- 
ficiaries. 


H.B. 145: Permits use of certified 
mail with return receipt requested in 
connection with claims. 


H.B. 236: Requires creditors to de- 
liver copy of claim to county judge who 
shall mail same to personal representa- 
tive. 


H.B. 290: Amends Sec. 731.19 to re- 
quire objection to charitable bequest (as 
having been made in will executed within 
six months of testator’s death) to be 
filed in probate court within eight months 
of death; validates charitable bequests 
made in will or codicil executed within 
six months if substantially same _ be- 
quest was contained in next prior will 
executed more than six months before 
death; excludes from invalidity bequests 
to institutions of higher learning. 

H.B. 502: Revises Sec. 69.15 relating 


to deposit of assets to reduce fiduciary 
bond. 


ILLINOIS 

S.B. 50: Broadens exemption of em- 
ployees trusts from rule against accumu- 
lation to cover “pooled” pension plans 
and unemployment benefit plans. 

S.B. 174: Makes changes similar to 
S.B. 50 with respect to rule against per- 
petuities. 

S.B. 242: Provides that share in class 
gift which legatee would have taken if 


he had survived testator shall pass to 
descendants of legatee (instead of other 
members of class) where legatee is de- 
scendant of testator. 


H.B. 61: Makes optional instead of 
mandatory issuance of letters of ad- 
ministration when 30 days have elapsed 
after death of ward. 


H.B. 161: Adds guardians and con- 
servators to statute permitting fidu- 
ciaries to invest in common trust funds 
but only upon approval by court. 


H.B. 290: Authorizes corporation with- 
out inquiry to transfer stock registered 
in name of fiduciary and to transfer stock 
to fiduciary. 


H.B. 307: Creates Department of Fi- 
nancial Institutions to administer laws 
pertaining to state banks, trust com- 
panies and like businesses. (H.B. 298 
transfers certain administrative func- 
tions from Auditor of Public Accounts 
to this new Deuartment.) 


IOWA 


S.F. 378: Permits use of certified mail 
in notification of principal as to disap- 
proval of surety. 


KANSAS 


H.B. 52: Makes housing bonds aided 
by U. S. Government permissible for 
trust fund investment. 


H.B. 108: Adopts Uniform Gifts to 
Minors Act. 


S.B. 319: Sets up new bases for estab- 
lishment of trust companies, 


S.B. 398: Amends Sec. 59-1201 to 
specify that personal representative’s in- 
ventory shall include all real and tangi- 
ble personal property owned by decedent 
or ward in Kansas and all intangible 
property wherever located, and requires 
representative to take possession thereof 
within one year after decedent’s death. 


MAINE 


Ch. 157: Revises Chapter 170, Secs. 1 
and 20, to increase share of widow in 
real and personal property of intestate 
decedent. 


Ch. 183: Provides that income during 
estate administration is payable pro rata 
to immediate income beneficiaries of any 
residuary trust and other residuary lega- 
tees (income to life tenant payable 
from date of testator’s death); where 
trust or estate for life or term of years 
is set up other than by residue, there is 
to be allocated to same that proportion 
of income earned during estate admin- 
istration, excluding that on specific gifts, 
as value of general bequest bears to total 
inventory reduced by debts, expenses and 
taxes residuary bequests and specific leg- 
acies. 


Ch. 240: Amends Chapter 59, Sec. 246, 
relating to registration of securities in 
name of nominee, to define “fiduciary” as 
including among o-.her executor, ad- 
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ministrator, guardian, conservator, trus- 
tee, agent and custodian. 


Ch. 302: Amends Chapter 169, Sec. 1 
to allow bequest to subscribing witness 
up to amount which such witness would 
have received on intestacy. 


MARYLAND 


Ch. 560: Makes Upper Potomac River 
District Bonds permissible investment for 
fiduciaries. 


MICHIGAN 


Ch. 56: Permits corporate fiduciaries 
to register securities in name of nominee 
where acting as executor, administrator, 
agent or guardian. 


MINNESOTA 


Ch. 126: Amends Sec. 181.58 to raise 
from $500 to $1,000 amount of wages 
payable to surviving spouse without ad- 
ministration. 


Ch. 375: Amends Sec. 519.09 to abol- 
ish inchoate estates or statutory inter- 
ests in lieu of dower and curtesy in lands 
conveyed prior to Jan. 1, 1940 (formerly 
1930). 


MISSOURI 


S.B. 1: Repeals 52 sections of Probate 
Code and enacts 52 new sections. 


S.B. 2: Provides for administration of 
and enforcement of property rights in 
estates of decedents who were not resi- 
dents of Missouri. 


S.B. 4: Repeals and enacts new Sec- 
tions relating to inheritance taxes as fol- 
lows: 


145.020 — Imposing tax on transfer of 
property at death except intangibles; 
transfers as part of stock, bonus, pen- 
sion, disability, death benefit or profit- 
sharing plans; life insurance proceeds 
payable other than to estate; property 
passing to surviving spouse and minor 
children under Sections 474.250 or 
474.260. 


147.090 — Exempting from taxes all 
transfers to charity; providing for mari- 
tal deduction in favor of wife and fur- 
ther providing other specific exemptions 
to relatives of various degrees. 


145.150 — Granting jurisdiction to 


Probate Court to determine amount of 
tax and providing for procedure to be 
followed. 


S.B. No. 5: Repeals Section 528.110 
which empowered court to appoint guar- 
dian for minor owner of land and Sec- 
tion 528.120 which provided for bond of 
the guardian. 


S.B. 6: Repeals Sections 513,495, 
513.500 and 513.505 relating to home- 
stead interest of widow and minor chil- 
dren. 


S.B. 98: Repeals and effects technical 
changes in Section 456.120 to eliminate 
apparent inconsistencies with Section 
363.205, both relating to power of foreign 
corporations to act as trustee. 


H.B. 33: Provides that motor vehicle 
ownership in names of husband and wife 
creates estate by entirety, and new cer- 
tificate will be issued to survivor. 


H.B. 90: Exempts employees trusts 
from rule against perpetuities. 


NEBRASKA 


L.B. 61: Establishes annual charge of 
75¢e per $1,000 of securities deposited by 
trust companies with Department of 
Banking. 


L.B. 92: Adopts 
Minors Act. 


L.B. 115: Amends Sec. 30-615 to raise 
amount of preferred status of claim for 
casket and funeral services from $250 
to $300. 


L.B. 148: Exempts employees trusts 
from rules against perpetuities, accumu- 
lations and suspension of power of alien- 
ation. 


L.B. 201: Amends Sec. 24-610 to per- 
mit waiver by interested parties of notice 
on petition for accounting by testa- 
mentary trustee, guardian or conserva- 
tor. 


L.B. 207: Provides that where there 
has been omission of jurisdictional al- 
legation in petition to admit foreign will 
to probate or to administer estate of 
nonresident decedent, and final decree 
was entered before Jan. 1, 1955, action 
to vacate or set aside final decree be- 
cause of such omission must be brought 
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within one year from effective date of 
statute (adopted April 18, 1957). 


L.B. 344: Gives county court of county 
in which decedent resided exclusive juris- 
diction over probate of his will; appeal 
lies to district court of that county. 


NEW HAMPSHIRE 


H.B. 123: Amends RSA 86.8 to pro- 
vide that in estates involving joint own- 
ership of property subject to inheritance 
tax, where surviving owner pays funeral 
expenses or expenses of last sickness and 
medical expenses of deceased joint ten- 
ant, he shall be entitled to deduction for 
same from value of jointly held property 
before computation of tax. 


H.B. 131: Amends RSA 86.73 to pro- 
vide that bank, with knowledge that one 
of joint depositors has died, is no longer 
required to report joint deposit to Divi- 
sion of Inheritance Taxes for release of 
same, when surviving joint depositor is 
in tax exempt class. 


NEW JERSEY 


Ch. 58: Amends Sec. 3A:9-3 to permit 
guardian or trustee to settle first ac- 
count within one year after appointment 
or as soon as practicable thereafter. 


NEw MExIco 
Ch. 188: Adopts provision relating to 
allocation of proceeds of defaulted in- 
terest bearing obligation as between in- 
come and principal. 


NORTH CAROLINA 


S.B. 250: Amends Sec. 31-24 to per- 
mit testimony of nonresident witness to 
be taken before clerk of superior court, 
and eliminates distance provision of 75 
miles from place of probate. 


NortH DAKOTA 
S.B. 134: Makes Municipal Improve- 
ment and Refunding Improvement War- 
rants legal for fiduciary investment. 


OHIO 


S.B. 33: Provides that where entailed 
estate is created by will and is held in 
trust under jurisdiction of probate court, 
action to sell may be brought in probate 
court either of county where trustee is 
appointed, or in which estate is situated. 
(Heretofore action could be brought only 
in common pleas court.) Also amends: 


5303.27 to provide that investment of 
money from the sale of entailed estates 
may be made in general investments per- 
mitted to fiduciaries by sections 2109.37 
and 2109.371. 


5303.28 to provide that where trustee 
has been appointed in probate court, in- 
vestment of money from sale shal! be 
under exclusive jurisdiction of probate 
court. 


2101.24 to extend jurisdiction of pro- 
bate court to authorize on petition by 
trustee sale or lease of any estate created 
by will if held in trust. 
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2109.87 to permit (a) trustees, in ad- 
dition to guardians, to invest in produc- 


tive real estate, (b) funds to be in- 
vested in home or interest in home for 
ward, (c) fiduciary to make investments 
in state chartered building and loan as- 
sociations whose accounts are guaranteed 
by Deposit Guarantee Corporation with- 
out first securing probate court approval. 


S.B. 34: Amends Revised Code: 


1779.01 to provide that inventory and 
appraisement of assets of partnership in 
which decedent has an interest shall be 
heard in same manner as inventory and 
appraisement of decedent’s own property. 


1779.04 to provide surviving partners 
may take interest of deceased partner 
at net appraised value with approval of 
probate court. 


1779.05 to provide that when interest 
of deceased partner is taken by surviv- 
ing partners, fiduciary for estate shall 
deliver to surviving partners assignment 
of interest in assets and cause certificate 
of transfer of title to issue as to partner- 
ship real estate. 

S.B. 35: Amends Revised Code: 


2107.13 to provide that notice of appli- 
cation for probate is to be given to sur- 
viving spouse and to persons known to 
applicant to be residents of state. 

2107.14 to require only testimony of 
two witnesses to will even though more 
than two signed. 


2107.17 to permit probate court in lieu 
of original will to annex copy of will 
made by photostatic or similar process 
when securing testimony of witnesses re- 
siding out of jurisdiction. 

2107.35 to make it clear that execution 
of encumbrance upon real or personal 
estate shall not only not revoke will 
previously executed and relating to such 
estate but avoid result of existing statute 
that property must be burdened with en- 
cumbrance so that customary debt pay- 
ment clause in wills now is not applica- 
ble to such property. 


2111.04 to permit personal service of 
notice to be made out of state by anyone 
designated by court where appointment 
of guardian is asked for ward who is 
temporarily absent from state, or is a 
non-resident. 


2111.09 to eliminate prohibition against 
person serving both as executor or ad- 
ministrator and guardian of minor with 
interest in estate but only when desig- 
nated to act in both capacities by will. 


2111.16 to provide that vouchers signed 
by ward may be allowed as credits in 
guardians’ accounts when previously 
authorized by court. 


5.B. 160: Amends inheritance tax law 
t provide that when property is held 
Jontly by husband and wife with 
rizht of survivorship succession is tax- 
able to extent of one-half total value of 
property without regard to enhancement. 


JuLy 1957 


S.B. 195, 196, 197: Amend R.C. 
5731.02, 5731.12 and 5731.42, relating to 
inheritance tax, to correct minor errors 
resulting from omission of certain words. 


H.B. 198: Amends R.C. 5731.09 to ex- 
tend exemption of inheritance tax to 
succession of property passing to or for 
use of established religious organization, 
and provides that minor adopted child 
shall have same exemption as natural 
minor child. (Effective 8-30-57.) 


H.B. 341: Amends R.C. 1117.02 and 
1117.07 to authorize co-fiduciaries to 
grant required consent to investment in 
common trust fund and make clear that 
Sections 1117.01 to 1117.07 shall apply 
to fiduciary relationships in existence on 
August 14, 1948, or thereafter estab- 
lished. 


S.B. 426: Amends R.C, 2111.05 to per- 
mit guardianship to be terminated if as- 
sets are reduced below $1,000. 


S.B. 427: Amends R.C. 2111.18 to in- 
crease amount of settlement for injuries 
to ward or damage to property which 
may be paid without appointment of 
guardian, to $1,000. 

S.B. 428: Provides that general leg- 
acies shall bear no interest unless speci- 
ficially provided in will. 


OKLAHOMA 


H.B. 589: Amends 58 O.S. 1951 Sec. 
331, providing for posting of notice of 
appointment of personal representatives 
where publication is not required, and 
makes four-month period within which 
claims are to be filed run from date of 
first publication (or posting). 

H.B. 720: Adopts Uniform Gifts to 
Minors Act. 


OREGON 


S.B. 184: Makes Urban Renewal Bonds 
legal for fiduciary investment. 


Ch. 237: Amends Secs. 126.405 and 
126.415 to eliminate reference to in- 
vestment of proceeds of sale of ward’s 
property made pursuant to guardian’s 
petition, but adds to Sec. 126,320 declara- 
tion that funds must be invested with ap- 
proval of court in accordance with 
statutes relating to fiduciaries. 


Ch. 345: Permits devise or bequest to 
trustee of trust in existence at date of 
death and established by instrument ex- 
ecuted prior to execution of will, al- 
though same be amendable, provided will 
or last codicil is executed after all 
amendments to inter vivos instrument. 


Ch. 352: Amends Sec. 116.020 relating 
to distribution of estate without admin- 
istration to raise maximum limit from 
$150 to $1,000 and to make act applica- 
ble to widowers as well as widows. 


Ch. 363: Amends Sec. 117.350 to per- 
mit distribution of legacy prior to clos- 
ing estate. 

Ch. 410: Amends Sec. 116.510 to per- 
mit filing of claim against estate (not 
barred by statute of limitations) up to 
time of filing final account (formerly up 
to time of completing administration) ; 
amends Sec. 116.525 relating to trial of 
retired claims. 


VERMONT 
S.B. 67: Declares that any interest 
created by inter vivos instrument or 


will taking effect hereafter which vio- 
lates rule against perpetuities shall be 
reformed within limits of rule to give 
effect to general intent of creator when 
that can be ascertained. 


H.B. 137: Adopts Uniform Gifts to 
Minors Act. 


H.B. 286: Amends Sec. 8878 to give 
national banks same fiduciary powers 
and responsibilities as trust companies 
and natural persons (previously only the 
latter). 


WASHINGTON 


Ch. 42: Makes Urban Renewal securi- 
ties legal investment for fiduciaries. 


A A A 


New Trust EXAMINER FOR NEW YORK 


Upon the retirement of Henry J. Nauer 
as Deputy Superintendent of Banks 
(New York), Lawrence H. Geser has 
been appointed his successor. Mr. Geser’s 
assignment will include supervision of 
life insurance departments of savings 
banks, trust departments and common 
trust funds. 
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HOTEL 


34th Street at 8th Avenue 
Manhattan's largest and most con- 
veniently located hotel. 2500 outside 
rooms, all with bath and free radio, 
television in many. Direct tunnel con- 
nection to Pennsylvania Station. All 
transportation facilities at door. Three 
air-conditioned restaurants 
LAMP POST CORNER . . . COFFEE HOUSE 

GOLDEN THREAD CAFE 


Singles Doubles Suites 
from $7 from $] ] from $23 


JOSEPH MASSAGLIA, JR., President 
CHARLES W. COLE, Gen. Mgr. 


mm Other MASSAGLIA HOTELS 
« SANTA MONICA, CALIF. Hotel oe 7 

« SAN JOSE, CALIF. Hotel Sainte Claire 

* LONG BEACH, CALIF. Hotel Wilton 

* GALLUP, N.M. Hotel El Rancho 

* ALBUQUERQUE, Hotel Franciscan 

*« DENVER, COLO. Hotel Park Lane 

+ WASHINGTON, D.C. Hotel Raleigh 

* HARTFORD, CONN. Hotel Bond 

* PITTSBURGH, PA. Hotel Sherwyn 

« CINCINNATI, O. Hotel Sinton 

* NEW YORK CITY Hotel New Yorker 

* HONOLULU Hotel Waikiki Biltmore 

















— World-famed hotels 


Teletype service—family Picea 







REAR ADMIRAL RICHARD E. Byrp (ret.), 
first man to fly over the North and 
South Poles, bequeathed his entire estate 
to his wife in a one-page will executed 
and attested on the second sheet. Broad 
discretion is given the executor in the 
administration of the estate, with power 
of sale, settlement or arbitration of 
claims, distribution in kind or cash, and 
in valuation of the assets. State Street 
Trust Co. of Boston, since merged to 
form Second Bank-State Street Trust 
Co., was named as sole executor. 


PATRICK W. R. GLOVER, former presi- 
dent of the New York State Society cf 
Certified Public Accountants, bequeathed 
cash legacies totalling $30,000 to his two 
daughters and their husbands. The bal- 
ance of the estate is directed to be held 
in trust, with 70% of the income or 
$7,500, whichever is greater, to be paid 
annually to the widow, and the rest 
to the daughters. On the death of either 
daughter, her portion of the trust in- 
come, is to be paid to the grandchildren 
of the testator (not including great 
grandchildren) living from time to time, 
per capita, or if there are no grandchil- 
dren living to the surviving daughter. 
Upon the death of the surviving daugh- 
ter the Trustees are directed to pay over 
the principal to the widow, if surviving, 
otherwise to the testator’s then living 
grandchildren (not including’ great 
grandchildren) and if none then “to the 
person or persons to whom, and in such 
shares and proportions as, such proper- 
ty would be distributable if I had died 
upon the termination of the trust in- 
testate, a resident of the state of New 
York, and owning the principal of the 
trust outright.” The will contains the 
explanatory clause: “Where a child has 
been legally adopted at a time when such 
child is under the age of 21 years such 
adoption shall have the same effect for 
all purposes of this Will as if such child 
had been legitimately born to the adopt- 
ing parents.” Mrs. Glover was named 
sole executor and co-trustee, with a 
daughter and Chase Manhattan Bank of 
New York. 


JOSEPHINE HULL, celebrated actress, 
best known perhaps for her role of the 
murderess in “Arsenic and Old Lace,” 
made gifts of $1,000 each to a church, 
an Actor’s Guild, and her alma mater, 
Radcliffe College. The residue of the 
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estate was left in trust for the benefit 
of a named aunt, and upon her death the 
trustee is directed to pay out four leg- 
acies of $1,000 each to certain relatives, 
and distribute the balance to others. The 
Chase Manhattan Bank of New York 
was named sole executor and trustee. 


REDFIELD Proctor, former Governor of 
Vermont, left to his wife that portion of 
his estate, estimated at several million 
dollars, which would be exactly the sum 
needed to obtain the maximum marital 
deduction. Three trusts are created with 
Proctor Trust Co., the income from 
which is to be used (1) to maintain a 
higher standard of teaching in Proctor 
schools; (2) toward maintenance of the 
Proctor Hospital; and (3) for such pur- 
poses as a church’s trustees may deter- 
mine. The residue goes to a son, named 
as executor. 


Other appointments: 


CoRNELIUS F. KELLEY, former chair- 
man and president of Anaconda Copper 
Co.: Guaranty Trust Co. of New York, 
trustee. 


AUSTEN S. CARGILL, retired chairman 
of grain firm bearing his surname: First 
National Bank of Minneapolis, co-execu- 
tor. 

G. DONALD SPACKMAN, vice president 
in charge of operations of Lukens Steel 
Co.: National Bank of Coatesville, Pa., 
co-executor and co-trustee. 





Winners of first prize in the estate planning 
and drafting contest sponsored by Boston 
Safe Deposit & Trust Co. Front row, I. to r.: 
James W. Smith, Boston College; Ralph 
Lowell, president, Boston Safe Deposit & 
Trust Co.; Curtis V. Titus, Harvard. Kear 
row, l. to r.: Wallace R. Barnes, John H. 


Carnahan, Leonard S. Goodman, al! of 
Harvard. Fourteen students of Boston Col- 
lege and Harvard Law Schools were pre 
sented with checks at a dinner to which all 
participants were invited, along with the 
deans and professors of estate planning an 
related subjects. A similar contest wil! be 
conducted next year. 
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ADEMPTION — Conversion of Specific 
Devise Does Not Deprive Devisee 
of Proceeds of Sale 


Kentucky—cCourt of Appeals 


Pridemore’s Executor v. Bailey, 300 S. W. 
2d 559. 


During her first marriage the testatrix 
acquired in her former name sixteen 
tracts of real estate, seven of which she 
sold after her first husband’s death. She 
then executed her will, which contained 
the following provision: 


“All real estate owned by me which was 
conveyed to me in my former name *** 
shall be sold *** and the proceeds *** 
distributed in accordance with the laws of 
descent and distribution of Kentucky to 
those persons who are at the time of my 
death my heirs at law, it being provided 
that my husband shall not be considered 
as an heir at law.” 


Subsequent to the execution of her will, 
she (1) sold another tract, (2) executed 
a codicil changing the executor, and (3) 
sold five more tracts in that order. An 
action was brought to construe the will. 


HELD: The proceeds — which were 
traced to investments — of the six tracts 
sold after the execution of the will went 
to testatrix’ heirs, consisting entirely of 
nieces, nephews, grandnieces and grand- 
nephews, and not to testatrix’ second 
husband as residuary devisee. The gift 
of the proceeds constituted a specific de- 
vise under a Kentucky statute which pro- 
vides that, in the absence of a contrary 
intention, the conversion of specifically 
devised property to an heir works no 
ademption. No ademptive intention was 
found in the will, the codicil or the de- 
pletion of testatrix’ residuary estate by 
income taxation of the gain from the 
sale of the six tracts. The rule that a 
will speaks as if executed immediately 
prior to death relates neither to the 
character of the estate nor the time at 
which the rights of devisees attach. 


ADOPTION — Adopted Child Not In- 
cluded in “Issue” 


Maine—Supreme Judicial Court 
Fiduciary Trust Co. v. Brown, 131 A. 2d 191. 


inter vivos trust provided for payment 
of income to the two children of the 
Settlor and upon their respective deaths 
to their issue by right of representa- 
tion. One of the two children of the 
Settlor had a son and that son had a 
daughter, the defendant Hope Brown, 
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who was legally adopted by her grand- 
mother. The other child of the settlor 
had legally adopted two daughters but 
was still living at the time the action 
was brought and the Court confined it- 
self to the question of Hope’s right to 
share in the income as issue by right of 
representation of her grandmother. 


HELD: Hope was not entitled to share 
in the income during the life of her 
father as she was not “issue” of her 
adoptive mother. The grandmother could 
adopt her granddaughter and make her 
an heir for herself, but not for her kin- 
dred. 


AssETs — Administration — Fidu- 
ciaries Discretion in Keeping Es- 
tate Open Not Upset by Court; 
Improvements to Homestead Per- 
mitted 


Florida—Supreme Court 
Powell v. Cocowitch, 94 So. 2d 589. 


Decedent’s will named his widow and 
an officer of a bank as executors and 
directed them to convert into cash “as 
soon as may be feasible and desirable” 
all the property of the estate and to pay 
the cost of administration and other ex- 
penses and then distribute the income 
and principal in equal shares among his 
widow and children. There was provision 
for payments to the widow during the 
period of preliminary administration of 
the estate. The trustees were given 
powers to sell, invest and reinvest at 
their discretion but not to unduly pro- 
long the administration and final dis- 
tribution of the estate. The will expressed 


confidence in the executors and stated 
that they should not be forced to dispose 
of any of the properties belonging to the 
estate except at such time or times as, 
in their sole discretion may seem ad- 
vantageous and wise so to do. The ex- 
ecutors were also specifically authorized 
to carry on any businesses or enterprises 
being conducted by the testator at the 
time of his death. 


Some of the childen brought a suit to 
require the liquidation and distribution 
of the estate. They also brought into 
question the trustees’ substantial ex- 
penditures for the improvement of the 
homestead. 

HELD: Even though 11 years had 
elapsed since the death of the testator, 
in view of the broad discretion given to 
the trustees, complaining heirs had not 
made a showing which would entitle 
them to force liquidation of the estate. 
Before such wide discretion would be 
subjected to court restriction, malad- 
ministration, extravagance or bad man- 
agement would have to be shown. 


In connection with the improvements 
to the homestead, this case was one of 
first impression in Florida. The home- 
stead descends to the widow for life with 
remainder to the lineal descendants of 
the testator. The Court approved, with 
some reference to the provisions of the 
will which showed concern for the wel- 
fare of the widow, the expenditure of 
estate funds belonging jointly to the 
widow and remainderman for the im- 
provement of the homestead. 


Note: The Court’s reasoning in this 
connection is not set out very extensively 
in the opinion and does not square with 
any accepted doctrines about the respec- 
tive rights of a life tenant and remain- 
dermen for the cost of improving real 
property subject to the several interests. 


CHARITABLE TRusTs — Exclusion of 
Negroes Under Girard Will voided 


United States—Supreme Court 
Girard Estate, 1 L. ed. 2d 792. 
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Under the will of Stephen Girard, who 
died in 1830, a trust was established for 
a college for poor white male orphans 
between the ages of 6 and 10. He named 
the City of Philadelphia as trustee. By 
virtue of the Act of June 30, 1869, 53 
P. S. 1365, the Board of Directors of City 
Trusts has administered the trust, along 
with many others of the same nature. 
Two boys otherwise qualified were re- 
fused admission because they were Ne- 
groes. 


On appeal to the Orphans’ Court of 
Philadelphia, the refusal was sustained 
and on appeal to the Supreme Court of 
Pennsylvania the refusal was again sus- 
tained. The question of whether the ad- 
ministration of the trust was_ state 
action was fully considered by both 
courts, the Supreme Court pointing that 
even if it were so considered, it would 
“be a Pyrrhic victory because it could 
result only in another trustee being ap- 
pointed for that purpose.” The concur- 
ring opinion of Justice Bell amplified this 
point as follows: 


“Tf the City of Philadelphia does not 
wish to act as trustee in this charitable 
estate, or if for constitutional or other rea- 
sons it cannot carry out the trust for 
Girard College in accordance with Girard’s 
clearly expressed purpose and his specific, 
as well as his dominant, testamentary in- 
tent — this would not void the trust or 


change it into a bequest to the City in 
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its governmental capacity. Such a situation 
would merely require that a new or sub- 
stitute (corporate) trustee should be 
appointed by the Orphans’ Court, which 
can lawfully carry out the above men- 
tioned trust for Girard College.” citing, 
inter alia, Vidal v. Girard Executors, 43 
U. S. 127 and Girard v. Philadelphia, 74 
W: S2-8. 
On appeal to the Supreme Court of the 
United States, the judgment of the Su- 
preme Court of Pennsylvania was: 


Reversed and remanded for proceed- 
ings not inconsistent with the opinions 
of the Court. The Board which operates 
Girard College is an agency of the State 
of Pennsylvania and although acting as 
trustee, its refusal to admit Negroes 
to the College was discrimination by the 
State and forbidden by the 14th Amend- 
ment, citing Brown v. Board of Educa- 
tion, 347 U. S. 483. 


The opinion was filed without oral 
argument and the subsequent petition 
of the Board of City Trusts for oral 
argument was dismissed. 


CLAaIims — Impounding Estate Funds 
to Secure Claim in Litigation Un- 
warranted 


Pennsylvania—Supreme Court 
Ferrar Estate, 388 Pa. 105. 


At the audit of the joint account of the 
administrator (who had been removed) 
and the administrator pro tem, a creditor 
with an $8,000 verdict against the estate 
in the Common Pleas Court asked that 
provision be made for securing his claim, 
and objected to the fact that $13,000 
had been distributed. although $25,000 
remained in the estate. The lower court 
ordered $10,000 impounded to secure pay- 
ment of the claim and dismissed the 
other objection. 


Subsequently, the Common Pleas set 
aside the verdict and ordered a new trial. 
The lower Court, informed of this de- 
velopment, revoked the impounding order 
and ordered the distribution of the entire 
fund to an administrator d. b. n. who had 
entered bond in the amount of $20,000. 
The creditor appealed. 


HELD: Affirmed. Sec. 619 of Fiduciaries 


Act of 1949 authorizes the Orphans’ 
Court to make such provision for claims 
in litigation in other courts as may be 
equitable. Since the balance on hand is 
$25,000 and has been awarded to an ad- 
ministrator d.b.n. who is under bond, 
there has been no abuse of discretion by 
the lower Court in refusing to continue 
the impounding order. 


CLaims — Order to Support Does 
Not Survive Father’s Death 


Florida—Supreme Court 
Flagler v. Flagler, 94 So. 2d 592. 


Harold Flagler secured a divorce from 
Nellie Flagler in January 1949. In Sep- 
tember of that year a child was born to 
Nellie. In November Harold executed his 
will in which he made no reference to 
the minor child or to his former wife. 
The bulk of the estate was left to his 
then wife who survived him. In 1950 Nel- 
lie brought a suit as a result of which 
Harold was declared the father of her 
child and ordered to pay $300 per month 
for the support of the child. He made all 
these payments until the date of his 
death in 1955. 


His surviving wife qualified as ad- 
ministratrix of his estate and the di- 
vorced wife brought a suit to have the 
administratrix substituted as the obligor 
under the decree for support money to 
the minor child. 


HELD: A parent’s duty to support a 
minor child does not survive his death. 
The social injustice wrought by this case 
is not sufficient authority for the Court 
to refuse to recognize the father’s sta- 
tutory right to make testamentary dis- 
position of his estate. Although a sec- 
tion in the Probate Law provides for the 
support of any dependent minor child 
from the estate of a parent dying testate 
when there is no legally responsible sur- 
viving natural or adoptive parent, such 
statute does not give the Court authority 
to extend it to a situation where the de- 
pendent child has a natural or adoptive 
parent living. 
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CONFLICT OF LAws — Intention of 
Testator To Be Determined Under 
Rules of Testator’s Domicile at 
Time Will Was Made 

New Jersey—Superior Court 
In re Pleasonton, 131 A. 2d 795. 


Decedent executed his will while resi- 

dent of Pennsylvania. He died resident of 
New Jersey. He left life estate to one 
of his daughters, with remainder over at 
death of life tenant to his surviving 
thildren. Under Pennsylvania law, sur- 
yivorship is determined as of date of 
testator’s death, in absence of showing 
of contrary intention. In New Jersey, 
word “surviving” denotes those who sur- 
vived at life tenant’s death. Issue con- 
cerns application of appropriate state 
law. 

HELD: Since function of construction 
of will is ascertainment of intent, will, 
while regarded as speaking as of date of 
death, is to be construed upon basis of 
trcumstances existing when it is made. 
Thus, rules of construction are to be 
taken from law of testator’s domicile as 
that law existed at time will was execut- 
ed. Court, therefore, applied Pennsyl- 
vania law, but concluded that testator’s 
intention, based upon evidence, was to 
mean those children surviving at life 
tenant’s death. 


INVESTMENT POWERS — Removal of 

Restrictions Denied 

California—District Court of Appeal 

Stanton v. Wells Farso Bank and Un‘on Trust 

Co., 150 A.C.A. 886 (May 10, 1957). 

Suit to remove investment restrictions 
and permit investments according to the 
prudent man rule. Sachs, who died in 
1931, left an estate which was distributed 
in 1936 to the Bank and Hilda Newbauer, 
testator’s niece, as trustees. The income 
beneficiaries were Hilda to the extent of 
one-half of the income, the other half 
going to her three children, Lillian Stan- 
ton, Helene Preis, and J. Newbauer for 
life. Hilda was given testamentary power 
of appointment, and failing appointment, 
to her issue.. The three other income 
beneficiares were also given power of 
appointment and failing appointment and 


issue, to the survivor or survivors of the 
three. 


J. Newbauer, an original petitioner in 
this cause, died prior to trial without ex- 
ercising his power of appointment and 
without issue, his share thus vesting in 
Lillian and Helene. Hilda had been de- 
clared incompetent, and Helene, having 
been appointed co-trustee with the Bank, 
had been eliminated as a petitioner in 
this proceeding. At the time of trial, 
Lillian was the sole petitioner. A guardi- 
an ad litem representing Hilda requested 
that the prayer of the petition to broaden 
the investment powers of the trustees 
be granted. Helene and her children as 
well as Lillian’s children also appeared 
and made a similar request. Thus, all 
persons in being, namely, all life benefici- 
aries and their children and one of the 
two trustees, requested the granting of 
the petition, to which the Bank objected. 
This proceeding was instituted in Decem- 
ber of 1951, at which time Lillian and 
Helene were over 40 years of age. The 
only persons not represented were their 
possible unborn issue. 


Testator’s will, executed in 1930, limit- 
ed investments by the trustees to bonds 
of the United States, of states and muni- 
cipalities, etc. The petition alleged a 
change in economic conditions and urged 
the removal of these restrictions. The 
trustees were authorized to retain the 
testator’s investments, and at all times 
the trust consisted of about 50% of com- 
mon stocks and substantial real estate 
holdings. 


HELD: Order broadening investment 
powers reversed. The income from the 
trust (some $3,400,000 in 1931, $2,800,000 
in 1954) was shown to have been nearly 
$89,000 in 1938 and nearly $110,000 in 
1954. It did not appear that the purposes 
of the trust were being endangered, and 
no adequate reason was shown for modi- 
fying its investment provisions. 


Joint TENANCY — Bonds and Bank 
Account Pass To Survivor 


Nebraska—Supreme Court 
Slocum v. Bohuslov, 82 N.W. 2d 39. 
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Action by one son to establish trust 
fund in his mother’s property, trans- 
ferred to a second son. 


HELD: 1. Income received by a life 
tenant is not subject to the terms of the 
will and a gift of a life income carries 
with it the unrestricted use of the in- 
come. 


2. United States Savings Bond, regis- 
tered in the name of A or B, constitutes a 
contract giving title to the surviving 
coowner, by virtue of such contract. 
Such right is beyond the reach of state 
law to modify or destroy. 


3. By statute, a bank account in two 
or more names, with right of survivor- 
ship, not only protects the bank but also 
establishes property rights of the sur- 
vivor named in the deposit. unless the 
contrary appears from the terms of the 
deposit. 


Joint TENANCY — Where No Gift 
Was Intended and Joint Checking 
Account Was Established for Con- 
venience of Decedent, Survivor 
Has No Claim 


United States—Court of Appeals, 
District of Columbia Circuit 


Thompson v. Thompson, No. 13,189, decided 


May 2, 1957. 

Decedent, during her last illness, 
signed a letter instructing a building 
association to transfer $5,500 from an 
existing to a new account to be opened 
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in the joint names of her and her 
brother, Lorin. The brother obtained a 
printed card from the building associa- 
tion creating a joint account which re- 
cited that it was “subject to order of 
either, and balance at death of either 
to the survivor.” 


After decedent’s death, Lorin drew out 
part of the funds and the executrix sued 
to recover the amount withdrawn and to 
obtain the balance in the account. The 
Court granted a directed verdict in favor 
of the executrix. 


HELD: Affirmed. The evidence showed 
that the amount was created “to make 
the money available for use for the 
benefit of the deceased while she was 
in the hospital and might be unable to 
sign checks or otherwise exercise domin- 
ion over the account.” There was no 
evidence that the decedent intended to 
make a gift to her brother or a contract 
by which ownership was to be trans- 
ferred to him. No presumption exists 
that a present undivided interest in the 
fund was transferred to the survivor. 


LIvING TRusTs — Inter Vivos Trust 
With Pour-over From Will Is Not 
Subject To Probate Court Juris- 
diction 

Indiana—Supreme Court 


State Ex rel. Citizens National Bank v. The 
Superior Court of Madison County, 138 N.E. 
2d 900. 
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In 1942, Ray established a trust for 
the benefit of his wife and two minor 
children. The trustee immediately took 
possession of a $15,000 insurance policy, 
the res of the trust. Simultaneously with 
the execution of the trust agreement, 
Ray also executed his will disposing of 
the bulk of his estate. Ray died in 1943, 
and the bank that was trustee of the 
trust also qualified as executor. The de- 
cedent’s will devised a large part of his 
estate to trustee of the inter vivos trust 
of 1942 to be held in accordance with 
that agreement. Upon the closing of the 
estate, the executor, pursuant to author- 
ity asked for in the final report, trans- 
ferred to itself as trustee the trust 
property devised to it. 


The decedent’s will had been in the 
Madison Circuit Court, and on September 
2, 1948, the trustee filed a petition with 
the clerk of that court in vacation to 
docket the trust. Subsequently, the 
trustee docketed the trust in the Tipton 
Circuit Court since Tipton County was 
the place where the trustee had its office. 


On September 20, 1955, two benefici- 
aries of the trust filed petitions in the 
Madison Superior Court (successor of 
the Madison Circuit Court) to require 
the trustee to file an inventory and ask- 
ing for the appointment of a receiver 
and a successor trustee. Thereupon the 
trustee brought an original action in 
the Indiana Supreme Court for a writ 
of prohibition to restrain the Madison 
Superior Court from taking any further 
action relative to the two petitions filed 
therein pertaining to the trust. The 
trustee contended that the Madison Cir- 
cuit Court never had jurisdiction of the 
Ray trust since it had been created by 
an inter vivos agreement in 1942 and 
not by the contemporaneous will. 


HELD: Writ of prohibition issued and 
made permanent. (1) The action of the 
clerk of the Madison Circuit Court in 
vacation in opening the trust in 1943 
was illegal and void. (2) The trust was 
an inter vivos trust and not a testa- 
mentary trust notwithstanding the fact 
that the settlor retained a right to re- 


both a 
and wl 
from 1 
mitted 


administered as an inter vivos tru 
augmented by testamentary pour ove 
provisions of a contemporaneous ywil] 
under the jurisdiction of a court of 
equity rather than as a testamentary 
trust of which jurisdiction was vested 
in a court of probate. (4) A life insur. 
ance policy is a sufficient trust res t 
validate an inter vivos trust even though 
the insured person reserved the right 
to change the beneficiary of the policy, 
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PERPETUITIES — Invalid Limitation 
Created Fee Simple 


Mississippi—Supreme Court 
Carter v. Sunray Mid-Continent Oil Co., 9% 
So. 2d 624. 
REVOC 
Wri 
Fort 


T devised all her real estate to a son 
and two daughters as long as they re. 
mained single. The will further provided 
that if one of the three devisees should 
die without leaving bodily heirs, his of 
her share should go to the survivors, or 
if two of them die without bodily heirs 
the land should go to the survivor. One 
clause stated that if either of the said 
three devisees shall die leaving bodily 
heirs, the heirs would take the deceased 
parent’s share. 
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T died in 1899 leaving as her surviving 
children the three adult unmarried chil- 
dren mentioned above and one married 
child (other provisions had been mad 
for this son). The unmarried son and 
one unmarried daughter died without 
leaving bodily heirs. The survivor, §, 
after the death of her unmarried brother 
and sister, married, died testate in 1948 
leaving as her bodily heirs the complain 
ants, C. S had in 1930 executed a war- 
ranty deed, which purported to convey 
the lands involved, to W. C filed suit 
against the heirs of W and several gran- 
tees of mineral interests, alleging that 
on the death of S, the remainder in fe 
simple vested in S’s bodily heirs as ter- 
ants in common. The lower Court sus 
tained a demurrer to the bill of com- 
plaint and C appealed. 

HELD: Affirmed: The devise violated 
the then effective “two donee statute’ 
and thus converted the estate devised E 
to the first takers in fee simple. The 
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both at the time the will. was executed 
and when it took effect but was omitted 
from the 1930 Mississippi Code, per- 
mitted a conveyance or devise of land to 
a succession of donees then living, not 
exceeding two, and to the heirs of the 
body of the remainderman; in default 
thereof, the estate would pass to the 
right heirs of the donor in fee simple. 
Since the will violated this statute, a 
determinable fee simple title was de- 
vised subject to be defeated as to each 
share by the death of the devisee without 
bodily heirs. Thus the entire estate 
became vested in fee simple in S upon 
the death of the other first takers under 
the will. 


REVOCATION —Second Testamentary 
Writing Revoked Will Although 
Former’s Disposition Lapsed 

Pennsylvania—Supreme Court 
Crooks Estatc, 388 Pa. 125. 

Decedent executed a will in which the 
sole provision was that she gave “every- 
thing I own” to her husband. Subse- 
quently she addressed a letter to a friend 
in which she said she left “everything I 
have in the world” to the friend to see 
that her baby (the decedent’s) is properly 
cared for. She then stated: “This is the 
only will in existence and I want this 
carried out.” and signed it. 

The baby predeceased the decedent, 
who was survived by another daughter 
and her husband. The lower Court over- 
ruled the husband’s contention that the 
second writing was a codicil and since the 
gift in the codicil had lapsed, the will of 
March 17 was in effect. 

HELD: Affirmed. The second writing 
was a will, not a codicil, and revoked by 
implication the earlier will. A codicil 
supplements a will but it does not pur- 
port to dispose of the entire estate or to 
contain the entire will or to revoke in 
toto the prior will. 


SPENDTHRIFT TRUSTS — Trustees Di- 
rected to Pay Support to Bene- 
ficiary’s Child 

Illinois—Appellate Court 
Breault v. Breault, 13 Ill. App. 2d 419 
Will created a residuary trust for the 


—_—— 


benefit of the testator’s son. Income, plus 
principal needed for emergencies, was 
payable to the son and he had a general 
testamentary power of appointment. In 
default of appointment the corpus would 
go to charity. The trustees had discre- 
tion to terminate the trust whenever they 
thought the son was competent to handle 
the property himself. 

The spendthrift clause required pay- 
ment to beneficiaries on their personal 
receipt, barred anticipatory assignment 
and liability for “debts or obligations,” 
and specifically referred to alimony obli- 
gations of the son. At the time the will 
was executed, the testator’s son was di- 
vorced and was liable for child support 
under the divorce decree. This was an 
action by the son’s former wife to enforce 
child support in which the trustees were 
made parties defendant. 


HELD: The trustees should be directed 
to pay all arrearages in child support. 
The power of appointment and provision 
for termination indicated that the testa- 
tor did not intend to exclude her son’s 
child from benefits under the trust. “We 
cannot conceive that a grandmother 
would permit her son but not her grand- 
son to live in comfort.” 


The Court based its conclusion on its 
construction of the will and refused to 
decide whether a provision against us- 
ing trust funds for child support is void 
as against public policy. 


SPOUSE’s RIGHTS Survivor En- 
titled To Elect Against Will Al- 
though Law of His Domicile Gives 
No Such Right 


Ohio—Court of Appeals, 
First District, Hamilton Co. 
Estate of Gould; In re Fifth-Third Union Trust 
Co. v. Gould, 75 Ohio L. Abs. 298. 


Testatrix, an American citizen domicil- 
ed in a foreign country, died owning 
personal property located in Hamilton 
County, Ohio, where the sole original ad- 
ministration of her estate was had. Her 
surviving spouse, also domiciled in the 
foreign country, elected to take under the 
law rather than under her will. The sur- 
viving spouse had no such right under 
the laws of the foreign country. 
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HELD: The surviving spouse had the 
right to elect to take under the law, not- 
withstanding he had no such right under 
the law of his domicile. The Court of 
Appeals approved the reasoning of the 
Probate Court, which had noted that the 
Chio statute authorizing adminisiration 
of the estate of a non-resident decedent 
having property in Ohio (whose will has 
not previously been admitted in Ohio or 
in the place of his domicile) does not 
establish any different procedure than for 
the estate of a decedent domiciled in 
Ohio at time of death. 


TAXATION — Estate & Inheritance — 
Blockage Rule Adopted in Valua- 
tion of Large Number of Shares — 
Tax Imposed on Beneficiary Who 
Surrendered Portion of Bequest to 
Will Contestants 


Texas—Court of Civil Appeals 
Calvert v. Katter, 301 S.W. 2d 318. 


Testator died owning 31,500 shares of 
the common stock of Humble Oil & Re- 
fining Co. The probate of his will was 
contested by his surviving widow and 
adopted son and thereafter an agreement 
of compromise and settlement was en- 
tered into whereby 2,000 shares of the 
Humble stock were transferred to the 
contestants. 


Two questions were involved, The first 
was as to the “actual market value” of 
the Humble stock, and the second was 
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as to whether any of the inheritance tax 
should be assessed against the con- 
testants who received 2,000 shares of 
Humble stock in a settlement agreement 
and not under testator’s will. 


HELD: (1) In a case of first im- 
pression in Texas, the Court stated that 
in valuing the stock consideration should 
be given to the factor that a large block 
of stock cannot be marketed and turned 
into cash as readily at the same amount 
as a few shares. The size of the block 
is a factor to be taken into consideration 
along with other factors and circum- 
stances in evidence as_ determining 
“actual market value” under Article 
7130, Vernon’s Annotated Civil Statutes, 
1925. (This holding departs from long 
standing departmental construction 
which interpreted “actual market value” 
with respect to corporate stock as the 
value per individual share times the num- 
ber of shares owned or, the so-called 
“unit” rule.) 


(2) All inheritance taxes should be 
assessed against the beneficiary named 
in the will regardless of the terms of 
settlement agreement which gave part 
of the testator’s assets to the con- 
testants. 


TAXATION — Estate & Inheritance — 
Half of Cash Value of Insurance 
Paid for by Husband Out of Com- 
munity Funds Is Taxable on Wife’s 
Death 
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Texas—Court of Civil Appeals 
Thompson v. Calvert, 301 S.W. 2d 496. 


Thompson owned and paid premiums 
on three insurance policies having a 
cash surrender value of some $30,000 at 
the death of his wife. Thompson’s wife 
was the beneficiary under each policy 
and each policy provided that on her 
death prior to Thompson’s, the two chil- 
dren of the marriage became _ benefi- 
ciaries. All premiums were paid out of 
community funds and Thompson had the 
right at all times to change the bene- 
ficiary of each policy. 

The State of Texas asserted that one- 
half of the cash surrender value of the 
policies was subject to inheritance tax 
as passing from the decedent upon her 
death to Thompson. Thompson contended 
that taxing one-half of the cash sur- 
render value was erroneous since the 
inheritance tax attaches upon the right 
of succession and not upon property. 


HELD: The cash surrender value of 
the insurance policies in question was 
community property at the time of de- 
cedent’s death and one-half of such sur- 
render value, which passed under dece- 
dent’s will to her husband, was subject 
to tax. Although the Texas inheritance 
tax is a privilege tax and not a property 
tax, and a tax on the right of succession 
and not upon the property, great weight 
must be given to departmental construc- 
tion of the statute and to the Attorney 
General’s opinion which had supported 
the departmental construction that one- 
half the cash surrender value in such a 
case is subject to inheritance tax. Such 
construction by an administrative officer 
would not be overruled by the court un- 
less it was clearly wrong and such was 
not the case here. 


TAXATION — Estate & Inheritance — 
Insurance Exemption Reduced by 
Amount of Marital Deduction 

New York—Surrogate’s Court, 
New York County 
Matter of Aronson, N.Y.L.J., June 6, 1957. 


Testator’s widow was his sole legatee, 
and the lump-sum beneficiary of $100,000 
of insurance on his life which was in- 
cluded in his gross estate for New York 


estate tax. More than $100,000 (apart 
from the insurance) qualified for the 
New York marital deduction. Section 
249-q of the New York Tax Law ey. 
empts insurance which is included in the 
gross estate and received by the surviy. 
ing spouse up to $100,000 less the ag. 
gregate amount of all non-insurance 
exemptions, but forbids any exemption 
for insurance, for which a marital de. 
duction is allowed, and also _ provides 
that if the maximum marital deduction 
(1% of the adjusted gross estate) is less 
than the value of all qualified interests 
which pass to the surviving spouse, the 
marital deduction “shall be deemed to 
have been allowed for insurance receiy- 
able by the surviving spouse only to the 
extent that it exceeds the value of all 
such interests in other property.” 


The executors sought an_ insurance 
exemption of $100,000, in addition to 
the maximum deduction, arguing’ that 
the quoted provision modifies the prohibi- 
tion against an exemption for insurance 
for which the marital deduction may be 
taken. 


HELD: Insurance. exemption denied, 
The legislative purpose was to grant the 
insurance exemption only if the non- 
insurance exemptions and marital deduc- 
tion do not aggregate $100,000. If the 
statute is ambiguous, it is the execu. 
tor’s burden to show that he is entitled 
to the exemption, and as the burden was 
not met, the doubt is resolved in favor 
of the taxing power. 


WILLs — Construction — Absolute 
Bequest Followed by “Wish” Tht 
Remainder Be Bequeathed to Heirs 
Created Fee Simple 


Missouri—Supreme Court 
Thompson v. Smith, 300 S.W. 2d 404. 


Testator left no descendants but was 
survived by his widow and four sisters. 
After devising the residue of his estate 
to his wife by Paragraph Second, his will 
provided: 


“Third, — It is my vish and desire. thal 
as soon after my decease as may be prac: 


tical that my widow make a will, thereby 


willing that part of the property which 
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she has inherited from my estate that may 
be left at the time of her decease to my 
heirs, as I feel like it should be nothing 
more than fair and just that at the time 
of her decease for her to leave that part 
of the property from my estate to my 
heirs.” 


The widow brough suit to construe the 
will, contending that she was devised an 
estate in fee simple. Testator’s sisters 
contended that the widow received only 
a life estate. The trial court held that 
the widow received an estate in fee sim- 
ple. 


HELD: Affirmed. An estate in fee sim- 
ple was devised to the widow. Paragraph 
Second, considered alone, expressed an 
intention to devise an absolute estate 
to the widow. Precatory words such as 
“wish” or “desire” or “request”? may or 
may not be of intended mandatory mean- 
ing and effect in the varying contexts of 
various wills. In this will the words 
“wish and desire” were clearly intended 
to affect that part of the devised proper- 
ty “that may be left” at the death of 
the widow. The words “that may be left” 
indicated testator‘s intention and recog- 
nition that his widow should have the 
right to use, exhaust, and dispose of 
the devised property without restriction. 
This recognized right is coextensive with 
the right of one vested with an absolute 
estate. 


WiILLs — Construction — Additional 
Stocks Shares Belong to Specific 
Legatee 


Oregon—Supreme Court 


Estate of Rees; Fisher v. Paine, 64 Ore. Adv. 
Sh., No. 15, p. 849. 


Will made a specific bequest of 25 
shares of United States Steel Corpora- 


ition stock. After the execution of the 
will and prior to the death of the testa- 


trix, additional stock certificates were re- 
ceived representing 50 additional shares 
of stock. A proceeding was commenced 


‘with respect to the distribution of the 


estate and the construction of the will. 


iThe legatee claimed that the additional 
(50 shares were by reason of a “stock 
ssplit” or a division of the 25 shares 
originally owned 


into three times as 


many as the original shares and there- 
fore should be turned over to him. The 
Probate Court held that the additional 
50 shares were not to be included in the 
specific bequest but should be included 
as a part of the residue of the estate. 


HELD: Reversed. The total amount of 
the stock should be included in the speci- 
fic bequest. The Supreme Court drew a 
distinction between a stock split and a 
stock dividend, particularly when any 
stock dividend is premised upon a capi- 
talization of earned surplus. 


WILLS Construction Term 
“Personal Effects” Did Not Include 
Cash and Securities 


Pennsylvania—Supreme Court 
Beisgen Estate, 387 Pa. 425. 


Testatrix gave to her daughter “all my 
personal effects, including clothing and 
household goods.” She then directed the 
sale of real estate and gave the proceeds 
equally to her daughter, her daughter’s 
child and to the child of a deceased 
daughter. There was no residuary clause. 
At her death testatrix left $8,100 in cash, 
$6.50 in stock, clothing of little value, 
eight rooms of furniture and real estate 
worth $6,000. The daughter contended 
that “personal effects” included the cash 
and stock. The testimony of the lawyer 
who drew the will, and another man who 
was present at the time testatrix gave 
the lawyer instructions indicated that 
testatrix had expected to use up all of 
her cash on medical and hospital ex- 
penses. 


The lower Court found an intestacy as 
to the cash and stock and awarded half 
to the daughter and half to the child of 
the deceased daughter. 


HELD: Affirmed. The testimony was 
inadmissible to prove testatrix’s inten- 
tion. The language used by the testatrix 
must be construed without the aid of 
oral testimony. While the phrase “per- 
sonal effects” has been held to inc!de all 
personal estate, the better view is that 
it means associated with the person and 
does not include all personal property, 
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even furniture, especially when it is 
joined with limiting words ejusdem gen- 
eris. 


WILLs — Joint & Mutual — Effect 
of Joint Will Leaving All To Sur- 
vivor With Remainder 

Nebraska—Supreme Court 
McLaughlin v. Heath, 82 N.W. 2d 533. 


The case involved a joint will of hus- 
band and wife. Paragraph 2 of the will 
left all to the survivor. Paragraph 3 
provided that upon the death of the sur- 
vivor, the property should go to three 
children. A declaratory judgment action 
was brought to determine whether the 
widow had the fee title. 


HELD: Devise effective on the death of 
the survivor does not burden the separate 
estate of the survivor or the devised 
estate in the hands of the survivor. 


WILLs — Joint & Mutual — Proof 
of Lost Joint Will 
Nebraska—Supreme Court 
Drew v. Hawley, 82 N.W. 2d 4. 


Joint wills were executed, pursuant to 
agreement of husband and wife. Upon 
the death of*the survivor, the will could 
not be located. 


HELD: 1. Burden is on the claimants 
under a will to show that the will had 
not been revoked in the lifetime of the 
testator. 
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Officers’ 


will have their desks. 
dominated by glass, steel and marble. 


platform in the new 59th Street branch of The New 
York Trust Co., where two trust officers assigned to this branch 


This is the spot of color in an office 

Carpet and chairs are 

red; panels are mahogany veneer on black mat strips; desks are 
given a Cordovan finish. 


largest. 


New York Trust Co. Opens 6th Branch 


On June 24th the sixth and newest branch of The New 
York Trust Co. opened for business at Madison Avenue and 
59th Street. The new branch was built in recognition of the 
“tremendous growth and concentration of business in the 
midtown area,” president Hulbert S. Aldrich told reporters 
at a press preview. In fact, all six of the branches are jp 
this midtown section of New York, the new one being the 


expansion by merger.” 





2. Where a will left in custody of the 
testator cannot be found after his death, 
there is a presumption of fact that the 
testator destroyed the will animo re- 
vocandi and this presumption prevails 
if there is not evidence to overcome it. 


WILLs — Probate — Broad State- 
ment About Inheritance Held Not 
To Be Fraud 


Oregon—Supreme Court 


Roblin v. Shantz, 64 Ore. Adv. Sh., No. 14, 
p. 781. 


Will bequeathed testatrix’s property 
equally to both children, Charles and 


Ruth, but the property in her estate 
amounted to only $1,581. Charles re- 
ceived from his mother, however, prop- 


erty worth $12,301 in the joint names of 
his mother and himself with right of sur- 
vivorship. 


The father of the two children had been 
separated from his wife for some time 
and apparently Ruth had spent much 
time in looking after him and nursing 
him through physical difficulties sub- 
sequent to a severe eye operation. Im- 
mediately after his wife’s death, he 
ordered his daughter to obtain a lawyer 
for him and pursuant thereto his will 
was executed leaving Charles $1.00 and 
the remainder to his daughter Ruth. 

This proceeding sought to set aside the 
will on the ground that the father lacked 
testamentary capacity, that there was 
undue influence by the daughter, and that 
certain statements by the daughter Ruth 
to the effect that Charles received every- 
thing from the mother’s estate consti- 
tuted fraud on the part of Ruth. The 
trial court held that the father was not 
lacking in testamentary capacity and 
that there was no undue influence and 
no fraud and held in favor of Ruth. 


HELD: Affirmed. Even though Ruth had 
made a broad statement to the effect 
that her brother received everything 
from her mother’s estate, such state- 
ment was not made with the intention of 
deceiving. 
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A distinctive feature of the new branch in contrast to the 
other five is the appointment of an Advisory Committee of 
seven businessmen. 

The bank was incorporated in 1889 and established its 
first branch in 1918. “While we are alert to the opportunities 
for further growth,” Mr. Aldrich said, “we have no present 
plans for establishing branches outside of the city or for 
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Today, Americans are buying about 50 per cent more 
food products in terms of quality, quantity, and packag- 
ing convenience than in 1939. Our “standard of eating” 
is expected to continue improving, so that by 1965, the 
United States will need an estimated 100 billion dollars 
worth of food. Products of Koppers help the food indus- 
try to satisfy the demand of today and to prepare for 
tomorrow. 

‘Coppers Niacin, an important B-complex vitamin, en- 
riches such foods as bread, macaroni, corn meal, and 
rice. Another Koppers Chemical, BHT, protects lard, 
cooking oils, and other fatty foods from turning rancid— 


another multi-billion-dollar industry 
served by KOPPERS 





helping to cut the cost of spoilage in such products. 

Koppers Plastics are being widely used to make more 
attractive, economical and convenient packages for a 
variety of food products. DURETHENE® polyethylene film 
provides a clear, tear-resistant wrap—ideal for both 
frozen foods and fresh vegetables. DYLENE® polystyrene 
is used to make disposable containers for dairy products, 
boxes for fresh fruits and baskets for berries. 

The food industry is just another of the multi-billion- 
dollar industries served by Koppers. And, as these indus- 
tries grow, Koppers will continue to grow. Koppers Com- 
pany, Inc., Pittsburgh 19, Pennsylvania. 


Producers of chemicals, plastics, tar products, wood preserving materials, treated wood, metal 
products, and dyestuffs. Designers and builders of steel mills, coke ovens, and chemical plants. 



















































He earns your warm welcome... 





He, the Connecticut General man, can only earn it, 
of course, by the over-all excellence of his services. 
He draws up a full set of research notes for your 
client. Every asset... business interest, bonds, real 
estate, insurance, savings...is listed. Then each is 
expertly evaluated to determine how it can be made 
most productive in terms of reaching the client’s 
goals in life. 

The resulting plan is brought to you for your anal- 
ysis, to give the client the benefit of your counsel. 


You will find the CG man’s manner pleasant and 
professional. It’s another reason why many lawyers 
welcome him warmly. 
In fact, your first talk with a CG man can mark the 
beginning of a unique and rewarding relationship, 
one youll welcome, too. 
Connecticut General Life Insurance Company, 
Hartford 15, Connecticut. 

Life ... Accident ... Health ... Pension Trusts 
Group Insurance and Pension Plans . . . Annuities 


qa CONNECTICUT GENERAL 





